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HE death of Queen Victoria, which closes the longest reign 

in English history and the most important period of 
material progress: which that country has ever witnessed, natur- 
ally suggests a comparison between her reign and that of Queen 
Elizabeth. There are many external, almost accidental, points 


of resemblance. Both had as ministers members of the Cecil 
family; both witnessed enormous advances in commerce and 
manufactures; both lived in the midst of great intellectual 
activity, although different in character. But these facts were 
in a sense external to the queens themselves; neither can 
be said to have more than indirectly influenced the conditions 
of economic and mental progress. If we compare their own 
individualities the most striking contrast is shown in the single 
fact that Queen Elizabeth passed into history as the “Virgin 
Queen,”” while Queen Victoria is mourned by three generations 
of her own blood. Queen Elizabeth felt obliged by the peculiar 
bitterness of the religious controversies of her time to sacrifice 
her affections and the possibility of a family life to the demands 
of state-craft. If she married a Protestant the Catholics would 
oppose her; if she married a Catholic the Protestants would 
withdraw their support; and thus safety seemed to lie in celibacy. 
The result of that policy of compromise, almost of indecision, 


was seen in the next century when the Stuarts came to the throne 
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through the failure of direct heirs, and brought with them the 
civil wars and disturbances of the much vexed seventeenth cen- 
tury. Queen Victoria was not put before the dilemma of her great 
predecessor, though she might easily have hesitated to assume the 
burdens and responsibilities of family life in addition to those 
of sovereignty. In the fact, however, that she not only married 
but was blessed by a large family of children and thus fulfilled 
the functions of a wife and mother, is found the secret of the 
most important political power which she exercised, that of a 
peace-maker. <A constitutional sovereign in England has a com- 
paratively small influence upon home legislation; but the close 
relationship of the Queen to sovereigns and princes of European 
states has been and still is a powerful means of preserving the 
peace of the world. 

Queen Elizabeth, considered simply as a queen, was gifted 
with a more powerful intellect and more robust temper than 
Queen Victoria, but she left England a prey to factions, because 
she was a queen only and not a wife and mother as well. In 
the case of Queen Victoria, it is largely because she was a 
good wife and mother that she was a great queen. Shie has 
thus not only been a powerful influence in favor of peace, 
but she has helped to change the position which monarchy 
as an institution occupies in the politics of the world. We have 
been obliged in the past to attribute many of the wars to disputes 
about successions and to the ambition for personal aggrandize- 
ment of sovereigns. It is not impossible that many such wars 
may arise in the future, but at the present moment the function 
of monarchy seems to be that of restraining rather than stimu- 
lating international hatred and commercial rivalry. It was an 
emperor of Russia who called the nations of the world to the 
Peace Conference at The Hague; the Emperor of Germany is the 
only public man in his country who has done anything during 
the South African war to neutralize the intense hatred and con- 
tempt of England shown by his people. The Queen herself is 
known to have been opposed to this war, and on several other 
occasions to have thrown her influence strongly in favor of peace. 
In spite of the traditions of a constitutional monarchy in which 
the sovereign reigns but does not govern; in spite of the addi- 
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tional limitations which her sex imposes on a queen, we have in 
the life of Queen Victoria a splendid example of the beneficent 
public influence which a woman may exercise without directly 
engaging in the formal work of politics. 


The agitation in favor of the passage of the Ship Subsidy Bill 
by the Congress marks a new phase in the already variegated 
history of American protective legislation. The claims of the 
industries that in former years were effective in shaping tariff 
legislation have for the time being been quieted. Either the 
existing tariff of 1897 has satisfied their demands for government 
aid, or the present business activity has minimized the importance 
of that aid. The iron and steel industry has lost its interest 
in the tariff, and even the textile industries have been unusually 
quiet in Washington. A new set of claimants upon the bounty 
of the government has appeared in the persons of the represen- 
tatives of the various industries concerned with the merchant 
marine. And just as in earlier times the various claimants for 
tariff favors had to learn the hard lesson of pulling together with 
their demands, so the various industries concerned in the Sub- 
sidy Bill have been making enormous, but up to the present 
writing fruitless, efforts to combine on a common line of action 
and agree on common demands. 

The history of our tariff legislation is marked by the attempts 
of the wool-raiser and of the woolens-maker to join hands in 
demanding protection for their industries. These attempts have 
often succeeded notwithstanding the inherent difficulty of con- 
vincing the wool-raiser that he was the gainer by raising the 
price of woolens, and the woolens-maker that he was benefited 
by a rise in the price of wool. 

A similar conflict and combination of interests appears in the 
present attempt to extend the protective principle to the merchant 
marine. The shipbuilder and shipowner have joined hands in 
pushing the measure, but however it is amended in detail, they 
find it difficult to convince each other that its leading provisions 
are advantageous to both sides. The shipbuilder wants govern- 
ment aid for an industry, the importance of which to the country 
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at large he seeks to impress on all; the shipowner may believe 
in its importance, but does not care to assume the burden of 
encouraging American shipyards. The shipowner from his 
standpoint quite openly asks for government aid for an industry 
which he is ready to prove is unprofitable at present, but which 
he urges is essential to the public welfare; and the shipbuilde; 
loses his interest in the project, but is aroused again when it is 
proposed to meet the desires of the shipowner by admitting 
foreign-built ships to American registry and to the privileges 
of the subsidy. 

In another direction the Subsidy Bill has followed well-estab- 
lished precedents of our tariff history. Appeals to patriotic 
motives in passing the measure have been made, which have had 
great weight, as has always been the case in protective legislation. 
But the more the bill was framed to secure for the government 
the services of fast cruisers in time of war, the fewer friends 
did it have among the shipowners, whose ships of moderate 
speed would be of no use to the government as auxiliary naval 
vessels, and would, therefore, be treated with scant courtesy by 
the subsidy. 

In still another direction does the project for a ship subsidy 
parallel the familiar tariffs of the past, namely in the appeal 
made on behalf of the American farmers and wage-earners. 
The farmer is said to be interested in the subsidy as a means 
of assuring him lower freight rates upon his produce; and 
the American seaman is said to be demanding protection, especi- 
ally in view of the important role he is to play in manning our 
men-of-war in our next war. This argument has not been given 
great prominence so far, though evidently the friends of the 
measure long to secure the support of the farmers if not of the 
workingmen. 

The difficulty of combining the various elements interested in 
the policy of government aid to the merchant marine seems well 
nigh insuperable, but the history of our tariff shows how success- 
fully a single well-organized interest will bring into line dis- 
cordant ones and hold them together in the support of a policy 
that cannot be advantageous to all parties concerned. 
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Every careful observer must have noticed many points of 
resemblance between the caste system of India and certain ten- 
dencies of modern trade-unionism. In fact, many castes in India 
are virtually fossilized and hereditary unions, whose members 
not only inherit the right to the trade but also have the right 
of excluding others from competition. It has, however, been 
left to the Legislature of New Zealand to frame, and to the courts 
of New Zealand to interpret, a law which gives trade-unionists 
a legal status similar to that of members of a caste. The com- 
pulsory arbitration act of 1894 was first entitled “An Act to 
Encourage the Formation of Industrial Unions and Associations 
and to Facilitate the Settlement of Industrial Disputes by Con- 
ciliation and Arbitration.” This law can be invoked only by the 
workingmen who are organized, the unorganized have no rights 
under it. For the purposes of the act the country is divided 
into six districts, each of which has its Board of Conciliation. 
In case of a dispute, it is the duty of the Board of Conciliation 
to try to effect a settlement; if this is impossible the case then 
goes up to the Court of Arbitration of the whole colony to be 
disposed of. Whenever a dispute arises regarding wages, either 
party can, if organized, go to the Arbitration Court and demand 
a decision. In this case neither employer or employee is allowed 
to stop work, until the Court has had its say. There is no com- 
pulsion to continue work after the decision has been rendered, 
but if the employer desires to keep his establishment open, he 
must pay the wages prescribed in the award. 

This system is highly praised by Mr. Henry D. Lloyd in 
his recent books on New Zealand, because its effect is to prac- 
tically do away with strikes and lock-outs and prevent these 
serious interruptions of production. But one result of the law 
has shown itself which may be even more serious than an 
occasional strike. From the beginning the courts have assumed 
the responsibility of giving preference to members of trade- 
unions; that is, they can force an employer against his will to 
employ a trade-unionist, if equally qualified to do the work, in 
preference to one who is not organized, as they can also force 
him to divide the work up among a number when work is slack, 
and to give a preference to residents as against outsiders. As 
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an offset they also require the unions to take in all applicants on 
compliance with certain simple conditions. But even with this 
qualification such a policy is naturally distasteful to the employers, 
and an attempt was, therefore, made last fall to secure by means 
of a mandamus, issued by the Supreme Court of the colony, an 
order preventing the Arbitration Court from showing this pref- 
erence. In order to test the law, the master plumbers and gas 
fitters at Christ Church united in an application to the Supreme 
Court. Not only did the bench unanimously uphold the decision, 
but the Chief Justice, Sir Albert Stout, went so far as to assert 
that non-unionists were altogether outside of the act. He said 
that the act must be obeyed, even though it might be contrary 
to what was deemed natural justice. In effect, he said that the 
act abolished “contract” and restored “status.” This might, 
he acknowledged, be a reversion to an earlier state of things, 
but he claimed that the power of the legislature was sufficient 
to revert to this state if it chose to. Mr. Justice Williams said, 
“The Act conferred no status on a workingman who was not 
a member of a union; it was not intended that they should be 
represented, nor did it contemplate that a decision giving prefer- 
ence to unionists should affect any legal right of non-unionist 
workingmen. The non-unionist had no legal right to demand 
employment; he could sell his labor at what price and on what 
terms he chose, provided he could find an employer able and 
willing to accept his terms; but he had no right to demand that 
there should be an employer able and willing to accept his terms.” 

As shown by Consul Dillingham, who has reported this 
decision to the State Department, it would be easy if two 
men, a unionist and a non-unionist, applied for work and 
the employer gave the preference to the non-unionist, for the 
unionist to set the law in motion, make the prefererice of 
the non-unionist an industrial dispute, and put the employer 
to the trouble and expense of justifying his action. While, 
therefore, the decision does not absolutely forbid a non- 
unionist from working, it virtually makes his ability to get 
work dependent upon the consent of organized workingmen who 
are his rivals and competitors, and who are not likely, if we 
may judge from past experiences, to temper what they consider 
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justice with mercy. This is not the caste system, pure and 
simple, inasmuch as the law does not recognize the hereditary 
right to a trade, but it is a long step in that direction. It may 
possibly be the best method of introducing the Golden Age of 
Industry, but those who advocate it should understand that it 
is not the perfect flower of democracy but a denial of its funda- 
mental principles and the return to a system of status and caste 
which has not only been tried in countries like India, but which 
pervaded the guild system of the Middle Ages, and was abolished 
as a form of privilege by the modern democratic movement in 
Europe. It is interesting to note in this connection that the 
trade-union leaders of the United States have been far-sighted 
enough to appreciate this fact, and in the Chicago Conference on 
Arbitration distinctly repudiated the compulsory arbitration advo- 
cated by a New Zealander. 


Fraternity is a fundamental principle of socialism. But the 
problem seems to be insoluble, as yet, how to secure enough of 
it and not too much. Practical socialist experiments have often 
been wrecked by an initial excess or a subsequent failure of 
fraternity, while socialist political parties have almost universally 
hitherto been either broken in pieces or seriously crippled by 
internecine quarrels. The most recent illustration of the former 
rule is the collapse of the “Christian Commonwealth” of Georgia. 
Its founders were doubtless noble and heroic souls; they proposed 
to “obliterate the dividing line of ‘mine and thine’ between them- 
selves and the rest of God’s poor’’; they adopted as the sole 
constitution of the colony the Law of Love; they maintained an 
“open door” for whomsoever would enter (see the Social 
Incarnation, by Ralph Albertson). The result was, that numer- 
ous incompetent and intolerable people—some vagabonds among 
them—sought their loaves and fishes; narrowness and clannish- 
ness developed within; a “forced, mechanical, unreal equality” 
left them “without leadership”; the enterprise was swamped; 
and its founders—from whose pathetic statement these words are 
quoted—were forced to confess that “love, or the desire to serve, 
must add to itself wisdom—there are economic laws and condi- 
tions which must be regarded” (The Commons, Jan., 1901). 
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But in socialist politics no such fatal overplus of fraternity 
is apparent. There are three such factions in the United 
States—the Socialist Labor Party, with headquarters in New 
York; the Social Democratic Party, with headquarters in Spring- 
field, Mass., and another Social Democratic Party, with head- 
quarters in Chicago. These are entirely agreed in principle, viz., 
that the state should own and operate all the instruments of 
production and exchange; and they all clamor for unity. But 
see how they speak of one another. Says the People (Dec. 8, 
1900): The sole possible basis of unity is the “soundly poised, 
intrepid and unterrified Socialist Labor Party; whoever, what- 
ever, fits there is unitable, and will eventually be united; whatever 
does not fit there is un-unitable, and—all glue phrases to the 
contrary notwithstanding—will never gather but to scatter.” 
But the New York Vorwdrts (Dec. I, 1900) says: “Nowhere 
in the world has any socialist party had so many dissensions, so 
much open and secret dissatisfaction, such unworthy methods of 
mutual espionage, and—as the cause of all this—such miserable 
arbitrariness, as has the old ‘clear-cut,’ ‘uncompromising’ and 
absurdly centralized Socialist Labor Party.” The partisans of 
the Social Democratic Party call Mr. De Leon a “trickster,” a 
“tyrant,” an ‘infamous scab agent”; Mr. De Leon’s friends retort 
that the Social Democratic Party “has raked the country from 
one end to the other to gather up practically every discredited 
member of the labor movement; practically every man who has 
ever been expelled from the Socialist Labor Party has found a 
pleasant refuge in the Social Democratic Party; every reformer 
who at one time pulled an office out of the Populist middle- 
class movement, has cast his lot with the Social Democratic 
Party” (quoted from a letter). 

A convention was held in Chicago, January 16-18, for the 
purpose of devising plans for bringing about fraternal relations, 
or organic union, between the several factions. On this occasion 
it was decided, after stormy debate, to propose to the several 
socialist organizations of the country the holding of another 
convention, for the same purpose, at Indianapolis, in the early 
autumn. But we venture to guess that no real union will be 
brought about. Three sets of difficulties are in the way: the 
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idiosyncracies and mutual antipathy of the leaders; the differing 
tactics preferred; and, above all, the manifold historical, racial, 
social, political and psychical causes of difference that exist. As 
the St. Louis Arbetter-Zeitung points out, socialists are of many 
sorts and have arrived at their convictions by many paths. 
There are the “old line’”’ German socialists; the ‘‘De Leonites’’; 
the members of the former Socialist Labor Party who opposed 
De Leon and broke away from his control in 1899; those who, 
like Mr. Debs, came into socialism through infelicitous experi- 
ences with the trade-unions; the former Populists; and a group 
of younger men, like Dr. Herron, who have been brought into the 
party not through economic reasons or the Marxist propaganda, 
but by ethical and Christian considerations. These several 
groups are not agreed, except superficially, and they cannot, 
therefore, walk long together. 

The most important point of difference is perhaps the relation 
of political socialism to trade-unions. The present Socialist 
Labor Party *. bitterly opposed to the “pure and simple” trade- 
unions, as tncic palliatives at best, and as now largely controlled 
by “labor fakirs” and “capitalist lieutenants” in the interest of 
the money power. Hence, there was organized in 1895 the 
Socialist Trade and Labor Alliance—a labor movement based 
unequivocally, like the social democratic Gewerkschaften of Ger- 
many, on the socialist and “class-conscious” program. The 
Social Democratic Party, on the other hand, is friendly to the 
labor-unions of the British and American type. We do not see 
how this fruitful “root of bitterness” is to be plucked up. 








CRISES AND THEIR MANAGEMENT. 


N economic crisis is the result of disturbances of the 
equilibrium between demand and supply. The causes of 
such disturbances are partly traceable to direct errors in the pro- 
duction and distribution of goods, but they acquire much of their 
acute character from pathological tendencies. The economic 
world is never in a static condition, but always in the dynamic 
condition of constant change in the relations between production 
and consumption. The demand for commodities is determined 
by the law of marginal utility which sends the buyer to the 
market, not only where he can buy cheapest, but where he can 
buy the objects on the whole most attractive to him for the 
purchasing power which he has to expend. Changes are con- 
stantly taking place in the character of these objects, in the 
amounts purchased under the influence of modifications of taste 
and fashion, and in the cost of production as determined by new 
processes of manufacture. Hence come the miscalculations of 
producers, over-production of particular articles, and when these 
articles form an important part of the whole product of the com- 
munity, and other conditions are ripe, there sweeps over the 
community a sudden panic of fear for the future, distrust of 
credit, and arrest of consumption. 

Errors of calculation as to demand and supply are occurring 
daily, under conditions of the greatest general prosperity. The 
competition between producers is constantly causing waves of 
excessive offer or excessive demand for particular articles, which 
result in the oscillation of prices above or below the cost of 
production. These movements counteract each other to a large 
extent under favorable business conditions, and the occasional 
loss of one producer is offset by the gain of another, or the loss 
upon one class of articles is offset for the same producer by the 
gains upon other articles. But if, as Professor Pareto says, 
“at a given moment a great number of these oscillations take 
place in the same direction, their effects being cumulative, added 
one to the other, they give as a result an oscillation which may 











attain a wide sweep. It is to this oscillation, when it affects 
the whole economic system, that the name of crisis is given.” 
This combinaton of conditions is neither accidental nor unusual. 
It is a natural outgrowth of the character of the human mind, 
which causes a feeling of exuberant confidence at one period 
and of doubt and depression at another. ‘The periodicity of 
crises,” Professor Pareto declares “does not depend upon an 
objective cause, but rather upon a subjective one.”’” This rhythmic 
movement is apparently one of the conditions of economic pro- 
gress,—a manifestation of the vitality of the economic organism. 
The alternatives of repose and excitement seem to be necessary 
to all living organisms, and it is only in death that such move- 
ments cease. 

The modern organization of industry tends to cause crises in 
several ways. The sub-division of labor is responsible in the first 
instance for the possibility of errors in production. This sub- 
division is not ‘only local, as between groups of individuals, but 
has become territorial and international. It has given birth to 
industries which could hardly have been carried on without the 
modern equipment of means of transportation by land and sea.? 
The primitive producer, providing directly for his own wants by 
his own efforts, occupied a very different position from the 
modern producer, who produces a large quantity of a single article 
and produces wholly for exchange. If it turns out that he 
cannot exchange his product for as much of other products as 
he expected, his calculations of profit are defeated. If he relies 
for his income upon the margin of profit above cost of production 
and finds that he cannot sell his products for more than the cost 
of production, or cannot sell them for as much, he receives no 


return for his own labor and ceases to be a purchaser of the, 


products of the labor of others. If he holds his products for 
what he considers a fair equivalent in money or in other goods, 
but the producers of other goods will not pay this equivalent, he 
finds on his hands a useless stock of goods. When this condition 
1 Cours d’ Economie Politique, ii, p. 278. 
*** Nations specialize, like individuals, according to their aptitudes, each 
assuming the task of satisfying a part of the material and moral needs whose 


number and intensity so constantly grow among civilized men.”—Campredon, 
Réle Economique et Social des Voies de Communication, p, 101. 
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reaches large numbers of producers, and affects the mechanism 
of credit by their inability to fulfil their obligations to the banks, 
a crisis occurs. 

This modern organization of industry makes it difficult even 
for the most astute producers to guard against errors in produc- 
tion. The assumption of the old political economy, that pro- 
duction follows demand, is no longer true under the present 
system. Demands for goods of a given kind affords a partial 
guide for the future production of such goods, but only in 
particular cases,—goods ‘“‘made to order,’”’—does the production 
actually wait upon the particular demand. In the case of the 
great wholesale manufactures production in anticipation of 
demand is the almost universal rule. Preparation for production 
has to be made months, and in many cases, years in advance of 
the delivery of the finished product. Thus a manufacturer of 
cottons has to build his factory, equip it with machinery, and buy 
his raw materials, and he has to gather his fuel and make his 
contracts with his employees, before a yard of cotton can be 
produced. He may contract for machinery when its price is 
high or buy cotton for future delivery at a price which afterwards 
falls. If a competitor performs both these transactions on more 
favorable terms, he may underbid the first producer in the mar- 
kets and compel him to sell his goods at a loss or see them 
stacked up idle in the mill. 

The intensity of competition in modern industry has so reduced 
profits that it requires the most careful calculation to guard 
against loss. A manufacturer who makes errors amounting to 
10 per cent. of the market price of his goods cannot solace himself 
with the reflection that he simply makes a less profit than a 
more prudent and far-seeing rival, who has avoided errors. Ten 
per cent. is likely to be the whole of the profit of his rival, and if 
the profit is greater, the machinery of modern money markets 
soon brings it down to the level of profits in other industries. If 
the demand runs a little ahead of the supply, and considerable 
profits are realized for a brief period, some capitalist, tempted 
by the profit, puts up another mill and the supply again threatens 
to become excessive. In the language of Professor Smart:’ 


1 Studies in Economics, p. 204. 
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‘Mills and machinery in great part are standing ready to start, 
or go on full time, whenever a profit can be shown, but the 
moment that a profit emerges every one rushes to snatch it, and 
it disappears in a wave of over-supply.” 

Capital once invested in the machinery of production cannot 
always or easily be withdrawn or converted to other uses. The 
mobility of capital has greatly increased under the system of 
banking credits and stock exchange securities, but arguments 
based upon this mobility refer to the loan fund of floating capital 
and are not applicable to capital which has become fixed in mills 
and machinery. Such capital is subject to all the risks of com- 
petitive production during the long process of investment and 
after the investment has been made. As Prof. Smart observes, 
“It is only in text-books of political economy that capital at once 
leaves the old channels as their waters sink below the ‘average 
profits,, and cuts out new ones.’”’ In the desperate effort to 
utilize the old equipment of mills and machinery, and to earn 
a profit, the manufacturer will often seek to reduce the ratio of 
his fixed charges to his total product by increasing production. 
This may be attained by adding to the plant or increasing the 
output of the old plant. While this permits a reduction of profits 
to a minimum, these profits are further threatened by this increase 
of production beyond the effective demand, and the whole pro- 
cess continues until the poorer mills and the weaker producers are 
finally forced to suspend. A certain period of time is needed for 
finding new outlets for finished goods and for the adjustments 
which are required by changed conditions. It is truthfully 
declared by Professor Leroy-Beaulieu, that when the production 
of an article is increased suddenly and greatly, the market, with 
rare exceptions, fails to enlarge in equal proportion except under 
the stimulus of a fall in price. 

These then are among the conditions which make it difficult 
for the most far-sighted producer to maintain in his own industry 
the equilibrium between supply and demand. He has a sensitive 
barometer of the conditions of supply in organized markets, like 
the cotton and iron markets and the stock exchanges. The warn- 
ing given by fluctuations of prices in these markets is very useful 
to him in purchasing materials and governing his future produc- 
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tion, but the warning sometimes comes after the fact as a result 
of the excess of production arising from his operations and those 
of his rivals. These organized markets, especially that for trans- 
ferable capital, afford a constant menace as well as a barometer 
to the producer. He knows that if his profits rise above the 
average profits in other industries, the great loan fund of the 
world is ready to pour into his industry, create new mills and 
increase to an excessive amount a production which was probably 
already sufficient to meet effective demand.’ He knows also, 
that if a new invention appears upon the market, reducing by 
5 per cent. or even a smaller fraction the cost of producing his 
goods, the loan fund is available for equipping new mills with 
this invention or enabling his rivals to apply it to their old mills. 
The same resource may be open to him as to the future, but the 
fact that cost of production has fallen is likely to react upon 
existing stocks of finished goods and drive their price below their 
cost of production. 

When to these variable elements affecting the cost of produc- 
tion and the margin of profit are added the variable elements 
which influence demand, the situation of the manufacturing pro- 
ducer becomes still more delicate. The law of marginal utility 
will not only drive the buyer with almost unerring instinct to 
the seller who sells the best goods at the lowest price, but it 
will drive him to buy any substitute which promises to perform 
the same service at a lower price. Thus, if the price of woolens 
should be abnornially advanced, upon the calculation that the 
community must consume a fixed quantity of woolens, it would 
be found that buyers would turn to the other textile fabrics,— 
cottons, silks, and linens,and their compounds,—in order to pro- 
vide for their wants. An advance in copper was met in 1889 by a 
remarkable shrinkage in the demand and the employment of other 
metals, like zinc and iron. In respect to these great staple 
articles the problem is much simpler than in respect to finished 
articles which are the subject of varying tastes. A demand for 

1** The knowledge that enough capital is already invested in an industry to fully 
supply all current demands at profitable prices has no power to deter the invest- 


ment of fresh capital, provided the new investors have reason to believe their 
capital can be made to displace some existing capital."—Hobson, 7he Evolution 


of Modern Capitalism, p. 202. 








1901 | Crises and Thetr Management. 379 


one article, moreover, reacts upon the demand for another, as the 
investment of the earnings of the masses a few years ago in 
bicycles was said to have reduced the amount spent upon pianos 
and to have injured the business of the livery stables. Thus, in 
order to determine exactly the equations of demand and supply, 
a producer would need to possess complete knowledge in regard 
to all existing industries and the gift of prophecy in respect to 
future changes in popular demand for their products. 

The tendency to over-production resulting from unrestricted 
competition has been corrected to some extent during the past 
decade by the consolidation of industry and the restriction of 
production. The volume of production and the process of dis- 
tribution have thus been brought under a higher degree of 
organization than before. Production has been curtailed in many 
lines to conform to ascertained or probable demand, but “the 
machinery of management,” in the language of Professor Jones, 
“has not developed pari passu with the technique of production.”? 

It is declared bv Col. Carroll D. Wright, that “Any one great 
industry, under complete organization, can be regulated by all 
the forces acting understandingly and together, and it is only 
through such organization that production can be wisely regu- 
lated on the basis of necessity to supply the market.’* In the 
United States great combinations of capital have been formed 
in order to limit competition, and the skill and capacity of the 
captains of industry have been developed to an exceptional degree. 
This organization, in spite of many evils, undoubtedly has great 
advantages. It is subject to dangers of its own, however, grow- 
ing out of the magnitude of the powers and interests entrusted 
to individuals as the custodians of large capital and many 
thousands of workers. While established manufacturing indus- 
tries may be better regulated by combination than by free com- 
petition, there is grave danger of mistakes and undue speculation 
in the creation and promotion of new enterprises, especially in 
undeveloped countries. 

A remedy for existing evils in production cannot be found in 
state socialism or coGperation, unless the representatives of the 

1 Economic Crises, p. 47. 


* First Annual Report of the Commissioner of Labor, March, 1886, ‘* Industrial 
Depressions,” p. 287. 
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state or the codperative body can be endowed with absolute 
knowledge of all elements affecting demand and supply, including 
not only the present but the changes in demand and in methods 
of production in the future. The state may aid in diminishing 
the errors resulting from miscalculation by placing at the disposal 
of the community its great resources for gathering and distribut- 
ing information, but the past history of state regulation, even 
in simple matters, does not justify the belief that it can arrogate 
to itself or to its representatives wider knowledge and more 
accurate judgment of future contingencies than belong to those 
who stake their fortunes under the competitive system upon the 
accuracy of their anticipations and whose errors of individual 
judgment are submitted to the test of the average judgment of 
all other producers and investors by the sensitive mechanism of 
the stock and produce exchanges. 

The money market and the organization of credit are closely 
related to the circumstances of a crisis. They reflect with such 
delicacy the changes in conditions of credit, in demand for capital, 
and in prices, that the banking systems was often treated in the 
early history of economics as the primary cause of crises. That 
this was a superficial view of the situation is clearly recognized 
by most modern students. The existence of credit and the great 
accumulation of loanable capital in modern society contribute to 
the capacity for over-production and speculative enterprises. 
Indeed, the economic crisis in its modern form is essentially a 
phenomenon of the organization of industry and credit; but this 
is a necessary incident of the employment of so delicate and 
efficient an instrument. The ancient crises, growing out of crop 
failures, were much more severe in their effects than the modern 
derangements of industry, and the progress of economic educa- 
tion is tending to reduce the severity of crises in the wealthy 
societies of the present day. 

One of the most serious of the disturbing causes which pre- 
vents the working of the mechanism of industry under the 
secure conditions of a static state is the growth of the loan fund. 
This fund is pouring into the money market every year a great 
amount of saved capital seeking investment. There was a time 
when every dollar of available saving was required for productive 
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enterprises in Europe and the United States. This was con- 
spicuously the case in the beginning of railway construction, 
when it was necessary for the Bank of France to go to the aid 
of the French railways in order to raise in the course of three 
years a sum of about $200,000,000. But the increase of railway 
equipment and the employment of labor-saving machinery in 
farming and manufacturing has promoted saving almost in a 
geometrical ratio from year to year. The saving of one year has 
been capitalized into increased producing plant, which has greatly 
increased the saving of another year, until the amount of capital 
offered annually for investment in new enterprises has reached 
several thousands of millions of dollars each year. 

This great development in modern society of saving for 
investment has contributed to increase the tendency to a mis- 
direction of productive power. Over-production of consumable 
goods takes place because so large a part of the purchasing power 
of the community is saved for investment. A better equilibrium 
would be established between the production of finished goods 
and the demand for them if the community devoted a larger 
portion of its purchasing power to obtaining such goods. Saving 
is required not merely to maintain the old equipment of society,— 
the precious fruit of many centuries of development,—but to 
continue this development by the creation of new and improved 
machinery and providing for an increased population upon the 
established scale of comfort, or a higher scale. But so large a 
part of the earnings of society has been set aside in recent years 
for investment that the equilibrium between the production of 
finished goods and the effective demand for them has been broken. 
Too much of the product of labor has been devoted to the creation 
of new equipment of doubtful or at least postponed utility, and 
too little to the purchase of the products of the existing equip- 
ment.? 

1“The mere introduction of trade by money destroys, as it were, the use of 
the whole abstract theory. So long as original barter prevailed, supply and 
demand met face to face. But by the intervention of money, the seller is placed 
in a condition to purchase only after a time, that is, to postpone the other half 
of the exchange transaction as he wishes. Hence it follows that supply does 
not necessarily produce a corresponding demand in the real market.” —Aoscher, 


II, p. 208. 
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It is a sound maxim that there cannot be such a thing as 
universal over-production, because the increased product of one 
man’s labor will be exchanged against the increased product of 
the labor of others. But even Mr. Mill, who insisted most 
strongly upon this axiom, admitted that it was subject to several 
conditions. The most vital of these are that production shall 
always take the right channels, producing only that for which 
there is a demand at prices at least equal to the cost of production, 
and that there shall be perfect mobility of capital and labor to 
meet changes in this demand. These conditions are difficult of 
realization under the modern system of production in anticipation 
of demand. It thus comes about, as suggested by Professor 
Clark, that “it is in the relations of present to future—in specula- 
tive and inaccurate estimates of incomes that are about to be,— 
that there lie influences that cause goods to be created for which, 
in time, there is no effectual demand.” 

In a practical sense, if not in theory, over-production in respect 
to effective demand is not only possible, but has been the actual 
history of many leading commodities during the last three 
decades, since the civilized countries of Europe and the United 
States came to be almost completely supplied with the equipment 
for producing machine-made goods and the means of transpor- 
tation.*, Why does the rule of the exchange of products for 
each other, no matter how large the production, cease to operate 
in such a way as to produce a healthy equilibrium? The answer 
is found largely in the investment of savings in enterprises which 
do not immediately become productive. These enterprises make 
large demands for food supplies and clothing for the laborers 
employed in them, and for iron and steel and other raw materials 
of production, but they often duplicate unduly the existing 
machinery of production. This increase in the equipment of 
civilized societies, beyond the point adequate to supplying con- 
sumptive demands is to a large extent a destruction of saving 

' Introduction to Rodbertus, Over-production and Crises, p. 17. 

*“*The use of the term over-production does not mean that more goods are 
produced than the community can consume, but more than the community can 
pay for at the prices which cover the expense to the producers. The larger the 


fixed capital in an industry, the greater is the danger of such over-production.” 
—Hadley, Economics, p. 294. 
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instead of a productive use of it. The capital which might have 
been employed for varied new uses, in ministering to new and 
finer needs, has been practically devoted to the needless duplica- 
tion of what was already sufficient and has not contributed to the 
useful wealth of the community. The excessive creation of mills 
and railways illustrates in this sense, though not to the same 
degree, the paradox of value shown by water and air, that an 
increase of the supply does not add to the sum of exchange values 
nor even to the benefits of the community. This consecration 
of capital to the production of useless machinery is worse than 
its use upon articles of luxury or consumption, because the latter 
would at least afford an economic satisfaction, if not a moral 
one, to the consumer. Capital sunk in enterprises which are not 
productive and do not promise productiveness in the future is 
practically capital destroyed. 

It is the natural tendency of capital, under the law of marginal 
utility, to gravitate to the point where it will earn the highest 
returns. Artificial barriers of law and custom will sometimes 
check this movement and force the owner to accept a low return 
in comparison with what might be earned elsewhere. One of 
these barriers which was potent until recent times was the barrier 
of national boundaries. After this barrier was crossed, capital 
still remained shut to a large extent within the limits of the 
advanced civilized countries of Europe and North America. 
Experiments beyond these boundaries, such as those of British 
capitalists in Latin America in the third decade of the nineteenth 
century and in the Argentine Republic in the ninth decade, were 
often followed by disastrous results, because of the lack of 
European commercial standards, respect for the sanctity of con- 
tracts in the countries where the capital was invested, and extrav- 
agant expectations for the future. When the crash came, it 
affected not only the country where the investments had been 
made and those who had made them, but the whole trade of the 
lending countries. Within the last few years, however, has 
begun a new movement of this character more important than 
any which has gone before. The less developed countries of 
Europe, Germany and Russia, were first supplied with the 
machinery of production and exchange from the reservoir of 
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savings in the more developed countries, and since then the vast 
extent of Africa and Asia has been opened to modern civilization 
under the protection of the more advanced countries. The result 
has been that the congestion of capital in the older countries, 
which threatened to paralyze enterprise and result in a long 
period of depression, has found an outlet in the undeveloped 
countries and this outlet has contributed to the increased sale of 
manufactured goods, larger earnings for invested capital and 
the revival of industry which began all over the world about 
1897. 

Proof of the extent and rapidity of this recent development 
is afforded by the creation of stock companies in Germany and 
Russia within the last few years. In Germany the number of 
companies incorporated rose to 182 in 1896, with a total capital 
of 268,600,000 marks; 254 in 1897, with a capital of 380,500,000 
marks; 329 in 18098, with a capital of 463,600,000 marks, and 
364, with a capital of 545,000,000 marks in 1899,—a total in 
four years of I,129 new companies with a capital of 1,657,700,000 
marks ($400,000,000). In Russia the year 1895 witnessed the 
organization of stock companies with aggregate capitals of 
129,363,000 roubles; 1896, 232,640,000 roubles; 1897, 
239,424,000 roubles; 1898, 256,237,000 roubles, and 1899, 
358,354,812 roubles,—a total capitalization in five years of 
1,216,018,000 roubles ($632,000,000).1. In Belgium also a 
great movement took place during the closing years of the cen- 
tury in the creation of stock companies. Brussels became a 
financial center, on which the issues of banking, railway and 
industrial securities increased from 26,596,000 francs in 1896 
to 463,094,000 francs in 1899.? 

In all these countries, and especially in Belgium, the companies 
formed were as much for the development of the less advanced 
countries as for operations at home. The surplus capital of 
France passed largely through the conduit of Belgian and 
Russian companies to flow finally upon the untilled soil of African 


1 Bulletin de Statistique (Feb., 1899), xlv, p. 185; Economiste Francais, April 


7, 1900, P. 444. 

Bulletin Russe de Statistique (July-Sept., 1898), v, p. 635; and October- 
December, 1899), vi, p. 735. 

® Moniteur des Intdréts Materiels, March 25, 1900, p. 794. 
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and Asiatic industrial development. These and similar demands 
for capital, including a large demand in the advanced countries 
for electrical equipment, produced a radical change in discount 
and interest rates by withdrawing from the loan fund and sinking 
in permanent investments a large part of the surplus savings of 
the last decade of the century. The average rate of discount 
rose from 2 per cent. in London in 1895 to 2.75 per cent. in 
1897, 3.26 per cent. in 1898, and 3.75 per cent. in 1899, while 
in Berlin a rate of 3.15 per cent. in 1895 advanced to a rate of 
4.28 per cent. in 1898 and 5 per cent. in 1899. These changes 
in the rate for the rental of money for short terms were accom- 
panied by changes in the permanent rate for the loan of capital 
which indicated that the outlet found for surplus saving, in the 
complete equipment of countries not yet fully provided with the 
means of production and exchange, was larger than any previous 
demand of the kind for many years. 

It is when the loan fund and the supply of saved capital seek- 
ing investment have been largely absorbed, that the check thereby 
imposed upon further ventures brings on a crisis. Many mis- 
calculations are made during the period of development and 
business activity as to the time when the new enterprises will 
become productive, even where the enterprises themselves are 
sound. It is found that investments which were expected to 
yield their fruits in large wealth and further savings are likely 
to require years for their fruition. The promoters of new 
enterprises, who find their profit in floating securities on the 
market, are often the chief victims of these miscalculations, even 
where they labored under no misconception themselves in regard 
to the character of the enterprises. They find that the public 
have reached the limit of their surplus savings seeking new invest- 
ments and will take no more of the new types of securities.’ 

' An interesting case of this character was the flotation of tramway companies 
in France in 1899. The stock was taken first by large capitalists, but the latter 
‘are not in the habit of keeping long securities which are unproductive and the 
appearance of some of them on the Paris Bourse proved that, in spite of the 
confidence which the enterprises inspired in their promoters, a certain number 


of the latter tried to realize at a premium a fart of their locked-up capital.” 
The investing public failed to respond and prices declined. —Zconomiste Européen 


(June 22, 1900), xvii, p. 776. 
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The promoters become overloaded with securities and appeal for 
ready funds to the banks, but the banks,—noting the declining 
prices of the securities on the stock exchanges,—become distrust- 
ful, like the public, and curtail their advances instead of increas- 
ing them. 

The fact that oscillations of business depression and activity 
follow one after the other, from the inevitable operation of the 
economic system, discloses the reason for the periodicity of crises. 
Under the free working of conditions which were undisturbed 
by cataclysms of nature or serious political events, it might 
reasonably be assumed that the time intervening between the 
inception of a period of industrial activity, its culmination, and 
its final collapse, would be nearly the same in every incident of 
this character. This has been so nearly the fact that Mr. Jevons 
was able to divide the crises of the nineteenth century by almost 
exact intervals of ten years,—1816, 1825, 1837, 1847, 1857, 
1866, 1873, 1882, and 1890. The variations in these dates from 
the exact period of ten years were due to some extent to dis- 
turbing political causes, like the close of the Napoleonic wars, 
the Crimean war, the American Civil war, and the Franco- 
Prussian war. It is obvious that any important event affecting 
the economic order from without, like the suspension of specie 
payments or the liquidation consequent on a great war, must 
inevitably invoke something like a crisis, independently of the 
ordinary play of economic forces under normal conditions. 

The history of these events has shown, however, that their 
effect upon business conditions differed materially according to 
the stage of industrial development at which the influence from 
without was felt. In the case of the Franco-Prussian war, 
liquidation was comparatively easy in France, because the country 
had just emerged from the effects of the depression which began 
in France in 1864, but whose influence was still felt after 1866 
as the result of the reflex action of the severe crisis in Great 
Britain. In Germany, which up to the Franco-Prussian war 
was almost isolated from the international money market, a new 
era of economic development dated from the payment of the war 
indemnity by France. Speculative resources were so plentiful in 
Germany, from the proceeds of the indemnity and the imperial 
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policy upon which the government entered, that all enterprise was 
dragged in the train of speculation and inflation and the results 
were severely felt after the crash of 1873. In the United States 
the crisis which began in London in 1890, with the failure of the 
Barings, was not felt until 1893, partly because short crops in 
Europe in 1891 and 1892 resulted in large exports of agricultural 
products from America and created a balance abroad in her favor 
which cloaked the withdrawal of foreign capital and prevented 
adverse foreign exchanges.’ 

While crop-failures in Europe and large exports of agricultural 
products operated on this occasion in favor of the United States, 
as they had done after the resumption of specie payments in 1879, 
the failure of the crops has come to be a less serious factor ia 
recent economic crises than was the case when the mechanism 
of industry was less complex than at the present day. Recent 
crises have been world-wide in their influence,—at least as wide 
as the extension of the modern mechanism of industry and credit. 
This condition is not so much an evil as might at first appear. 
The spread of the disturbance over a wider area seems to mitigate 
its severity at any given point. The scarcity of food supplies or 
money at one point is rectified at least in part by the supplies of 
other parts of the world, and a surplus of goods on one market 
may sometimes be relieved by their exportation to another market. 
The prices of food products no longer fluctuate wildly as in the 
early days of the century, when adequate means of transport 
did not exist and there was no sympathy between national 
markets. In England, as recently as 1840, it was estimated by 
Mr. Tooke that a deficiency of one-sixth in the English harvest 
resulted in a rise of at least one hundred per cent. in the price 
of grain, and prices for grain varied nearly 100 per cent. at the 
same moment between England and Prussia, and more than 30 
per cent. between England and Belgium. Such differences 
reacted strongly upon the prices, not only of food products, but 
of the articles from which the purchasing power of the com- 
munity was diverted by the necessity of applying so much to the 
purchase of food. These differences are no longer possible under 
the modern system of transportation, which places the granaries 


1 Vide ‘‘A History of Modern Banks of Issue,” pp. 524, seq 
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of the world at the command of any country within a few weeks 
and which determines to a nicety by the prices upon the produce 
exchanges, the relative inducements for sending products to one 
market or another. 

While a crop-failure, therefore, has ceased to involve the 
menace to human life and the impairment of the world’s resources 








which was once the case, it is not without effect upon economic 
conditions. If a given country is led under the law of marginal 
utility to devote its productive resources largely to paying an 
enhanced price for its food, it may be compelled to reduce its 
demand for other articles. The necessity for making heavy 
payments abroad for food products has influences upon the 
international money market which are revealed by the outflow 
of gold, the increase of discount rates, and the fall of the price 
of negotiable securities to a point which makes their purchase 
profitable on other markets. Such conditions, however, are not 
sufficient to invoke a crisis unless every other condition is ripe 
for the event... The economic equilibrium may indeed be par- 
tially maintained by the increased purchasing power of the 
agriculturists in those countries where there is no serious defi- 
ciency of food-products and whose products are sold at high 
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prices to the countries where deficiency exists. 

This interplay of the supplies of one producing country upon 
the markets of another illustrates the powerful influence of the 
modern organization of industry in mitigating the severity of 
crises, in spite of the extreme delicacy of the mechanism and its 
easy liability to derangement. The more complete the knowl- 
edge of business men becomes in regard to production and supply 
throughout the world, the wider the market in which goods may 
be marketed if they prove to be superfluous at a given point, and 
the more accurate the judgment which becomes possible under 
these conditions, the less is the danger that a disturbance of the 








1 It was declared of the crop failure in England in 1879 that ‘‘ no such disaster 
had befallen English agriculture within the memory of living men,” and conti- 
nental states, which usually exported wheat, had not raised enough to supply 
their own people.”—Noyes, 7hirty Years of American Finance, p. 55. But 
no crisis broke out upon European money markets, in spite of some exports of 
gold, and the chief effect of the heavy exports of wheat from the United States 
was to enable them to carry through successfully the resumption of specie pay- 
ments. 
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equilibrium between supply and demand will attain a destructive 
character. The crises of the last half century have extended their 
influence over the civilized world, but they have grown less 
intense in their impairment of the resources for reconstruction 
; and in the suffering inflicted than those of earlier times. It is 
: not unreasonable to expect that more complete knowledge and 








sounder judgment will so far mitigate the severity of commercial is 
depressions that they will contribute chiefly to weeding out 






incompetent producers and wasteful methods and stimulating the 






healthy growth of the industrial system. 

The organization of the banking and credit system has already 
reached a point in the older civilized countries which averts the 
worst consequences of the earlier crises. The methods and 
mechanism of commercial banking, as developed in Great Britain, 
in France and in the leading cities of the United States, have 
attained a perfection which makes impossible a general collapse 
of banking credit except under conditions so destructive to the 
economic system as to be beyond the reach of any possible 
measures of defence and hardly within the range of possibility. 
The commercial banks in these countries confine their business 
chiefly to the discount of commercial paper offered by individuals 
and companies in good standing, and to advances upon first class 
negotiable securities. While the latter sometimes shrink in value 
in crises, they rarely shrink below the margin fixed when the 
advances are made and the losses suffered by banks are eventually 
trifling. There is little danger under modern conditions of credit 
of the failure through bad loans of a commercial bank which is 
conducted upon sound principles. Excessive loans to a single 
individual or corporation or upon security which would be 
rejected by conservative bankers, has often resulted in the failure 
of single banks, particularly in the United States, where banking 
responsibility is divided among many institutions, but never 
within the past half century have such failures destroyed con- 
fidence in the banking system and led to the general withdrawal 
of deposits. 

This condition of confidence in the banking system is an 
important factor in mitigating the severity of crises. Discussion 
of such events in the early part of the last century was based 
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upon the theory,—even then not well founded,—that every crisis 
would invoke not only the withdrawal of banking deposits, but 
the presentation of bank notes for redemption in coin. This 
would have reduced a community to no other means of exchange 
than coin and would have contracted the medium of exchange 
to a small fraction of its usual amount. The creation by prudent 
banking methods of a banking system capable of weathering the 
most severe storms of modern credit has contributed to perpetuate 
the usual means of exchange. Private credit is often, impaired 
in a crisis and banking credit is employed with greater caution 
than usual by the banks, but the great edifice built upon the 
metallic reserves of the banks, upon sound business transactions, 
and confirmed habits among business men,—the deposit and 
check system, the issue of circulating bank notes, and the settle- 
ment of balances between banks and different cities through the 
clearing houses,—continues to perform its usual functions, only 
slightly shaken by the tendency of the crisis to correct the errors 
of individual judgment in investments and undue speculation on 
the stock exchanges. 

The banks feel the pressure of increased demands for money 
and capital in several ways. They encounter not merely the 
demands of speculators and promoters, but the appeals of their 
mercantile customers growing out of enlarged business operations 
and the tendency in prosperous times for individuals to carry 
more currency for retail transactions than in periods of depres- 
sion. The latter demand, due in part to the high prices caused 
by business activity, is a demand for actual money, unless the 
banks have an unhampered power of note issue. In the latter 
case, the demands upon the banks are felt by the decline in the 
ratio of reserves to liabilities. It is when this ratio is reduced to 
the danger point and the banks begin to take steps for their own 
protection by curtailing loans, advancing the rate of discount, 
and acquiring gold that the signal is given for a general arrest 
of the upward movement. 

The operation upon the accounts of a bank of the movement 
of ascending business activity and speculation which leads to 
a crisis follows so uniform a rule that the history of crises may 
easily be traced by the fluctuations in the bank returns. Capital 
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is idle and redundant during the period of liquidation following 
a crisis, because those who have it to lend are afraid to make 
investments and those who usually employ it by entering the 
market as borrowers are cautious about embarking upon new 
enterprises. As these fears by degrees subside on both sides, a 
moderate movement sets in. The large supplies of capital and 
the low rates for it begin to tempt borrowers at the same time 
that the opportunity for new enterprises and for the resumption 
of production becomes favorable as the result of the exhaustion 
of old stocks of goods. The growing demand for capital 
gradually increases the charge for it, while the renewed demand 
for commodities, falling somewhat suddenly upon a denuded 
market, increases their price and offers tempting profits for 
increased production. The reviving condition of the markets 
makes new investments attractive and increases speculation, and 
every new step in expansion increases the demand for capital at 
the same time that it diminishes the supply. 

The period of speculation and ascending prices is marked by a 
steadily widening separation between the amount of the cash 
reserves of the banks and their loans and discounts. The cash 
falls while the loans rise. The fall in the cash is partly due to 
the steadily growing domestic demand for currency and credit, 
to meet which the cash is put in circulation; but the decline is 
sharply accentuated, after speculation reaches the danger-point, 
by the demand for cash for settling foreign balances which have 
ceased to be settled in merchandise. The changed condition of 
the bank’s accounts up to this point is brought about by the 
gradual operation of the expansion of credit and the rise of 
prices. The discovery that the danger-point has been reached,— 
that the stock of cash and the volume of loans are too far apart,— 
usually comes somewhat suddenly to the mass of the business 
community. Unusual withdrawals of gold from the bank 
reserves for export abroad are one of the visible signs that busi- 
ness is upon the eve of a crisis. 

The underlying cause of the gold movement is found in the 
state of trade. Goods can no longer be sold as rapidly as they 
are produced,—partly because domestic purchasers cease to 
purchase so largely at the enhanced prices, and partly because 
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foreign purchasers can buy similar goods elsewhere at less 
prices,—and manufacturers and merchants are no longer able to 
meet their obligations at the banks at maturity. Then begins 
the panic, which becomes more or less acute according to the 
circumstances of the case and the extent to which credit has been 
overstrained. The demand upon the banks for loans and 
advances increases, while the decline of the cash reserve becomes 
so rapid as to compel prudent bankers to raise the rate of dis- 
count. The effect of the increase in the discount rate is to 
diminish the demand for credit from those who can do without 
it, while it attracts capital from abroad, or,—what is substantially 
the same thing,—induces foreign creditors to suspend the with- 
drawal of their credits by the attraction of their greater earning 
power where the high discount rates prevail. The aid extended 
by the banks to solvent traders enables them to weather the storm. 
The insolvent, who have made extreme miscalculations in pro- 
duction and in estimates of probable profits, are compelled to 
suspend, and a long period of business depression sets in. 

The moment the acute danger is over, a radical change comes 
over the accounts of the banks as the result of the arrest in the 
activity of affairs. The demand for credit declines to a min- 
imum, resulting in the reduction of loans and discounts, while 
the diminished demand for currency sends it back to the solvent 
banks and results in the rapid piling up of specie in their reserves. 
The movement of deposits varies somewhat, according to the 
degree of disturbance caused by the crisis and the banking rules 
by which deposits are regulated. The general tendency of the 
real deposits,—those which are not merely transfers of credit by 
the bank to its customers on account of loans,—is to follow the 
cash reserve. They diminish when the demand for currency is 
most acute and begin to accumulate again when the crisis is 
over. Their recovery is usually less rapid than that of the cash 
reserves, and is comparatively slow where losses of capital have 
been heavy and the wealth has disappeared out of which deposits 
were made. The movement to withdraw deposits because of 
distrust of the solvency of the banks is more abnormal and in 
recent crises has been reduced to a comparatively minor factor. 
Such withdrawals, without commercial reasons, greatly cripple 
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the powers of a bank to assist those who need assistance and 
have been among the most serious dangers of financial crises, 
where banking was not regulated by sound laws, and among 
peoples where its methods were not well understood. 

An illustration of the movement of bank accounts under modern 
conditions of credit is afforded by the consolidated accounts of 
the national banks of the United States from the crisis of 1893 
to the maximum of business activity in 1900. The state of the 
leading items at selected dates, showing the volume of business 
and specie reserves, appears in the following table: 











Date. Loans and Discounts. Specie Reserve. Individual Deposits. 


May 4, 1693 «....... $2,161,401,858 $207,222,141 $1.749,930,817 
October 3, 1893 ----- 1,843,634,167 224,703;860 1,451,124,330 
May 4, 1994......... 1,926,686,824 259,941,923 1,670,958,768 
October 2, 1894 ----- 2,007,122, 1g1 237,250,654 1,728,418,819 
May 7, 1896.....-- .- 1,989,411,201 218,646,599 1,690,961,299 
September 28, 1895-- 2,059,408,402 196,237,311 1,701,653,521 
May 7, 1896-.,----.- 1,982,886, 364 202,373,446 1,687,629,515 
October 6, 1896 -.-.- 1,893,268,839 200,808,632 1,597,891,058 
May 14, 1897.....-.. 1,934,151,876 236,076, 383 1,728,083,971 
October 5, 1897 ----- 2,066,776,113 239,387,702 1,853,349,128 
ee 2,109,773,386 317,182,772 1,999, 308,438 
September 20, 1898-- 2,172,519,610 293,874,158 2,031,454,540 
April 5, 1899--.------ 2,403,410,895 364,162,552 2,437,223,420 
September 7, 1899--- 2,496,721,251 338,571,383 2,450,725,595 
April 26, 1900.-....-. 2,566,034,990 358,051,069 2,449,212,656 
September 5, Ig00-.. 2,686,759,642 373,328,410 2,508,248,557 


These figures show a large volume of loans in May, 1893, 
when the inflation preceding the panic was at its maximum. The 
panic became acute in June, but did not seriously affect mercantile 
business until some time after its force had broken over the stock 
exchanges and the money market. Gradually, however, the cur- 
tailment of business by merchants and of credits by the banks, 
carried loans down more than $300,000,000 within five months, 
while the heavy drafts made by merchants and bankers upon 
their deposits reduced the deposit accounts by nearly an equal 
amount. These were the minimum points of the panic in respect 
both of loans and deposits. The specie reserves of the banks 
were already stronger in October than in July, because of the 
strenuous efforts of the bankers to curtail loans and husband 
cash. It was not until the next year that the reflex movement 










ee 
ete - 


Sas “SL. es. 











waa WS 





























caeeeneenamennataien 





— _ z = : 





— 





Fe ee, 





, 
a 






nr 
a a Se 


~ 
2 Pees 









394 Yale Review. [ Feb. 


of idle money swelled the reserves nearly 40 per cent. above the 
amount in the summer of 1893, and accumulated a specie fund 
which was not again equaled until 1898. The course of events 
was somewhat irregular from 1894 to 1897, because of the 
political panics which swept the stock exchanges and hampered 
business, as the result of the pressure upon the gold reserve, the 
threat of war with Great Britain over the Venezuelan boundary, 
and the political campaign of 1896 regarding the metallic stand- 
ard. It was not until the summer of 1898 that loans and dis- 
counts returned to the maximum of 1893. The volume of loans 
at this time did not represent the degree of inflation of 1893, 
because of the intervening growth in the population and consum- 
ing power of the country. The increase in the volume of money 
swelled the specie reserves 50 per cent. above the amount in 
1893, and deposits $550,000,000 above the minimum of the panic 
year. It remained for the year 1899 to witness a further expan- 
sion in loans and deposits, which, although balanced by a large 
increase in specie reserves, already pointed the way to another 
period of expanded credit and of the absorption of the loan fund 
of the community. 

A severe strain is imposed upon commercial banks at the acute 
stage of accrisis. Unusual demands are made for new loans and 
the extension of previous loans, which arise in part from the 
ordinary functions of the banker, but are intensified by the sudden 
distrust of other sources of credit. Those who have been content 
with small quantities of cash, and have been both giving and 
receiving commercial credits in the conduct of their business, 
suddenly realize that unusual calls will be made upon them for 
cash and begin to distrust the ability to pay of those who owe 
it to them. Appeals for cash or its equivalents are then made 
to the banks, which are usually in inverse ratio to the general 
belief in the ability to obtain it. Any form of banking credit 
will be accepted on such occasions which has the virtue of 
unquestioned exchangeability. Such credits may be issued by 
banks to solvent traders without risk to any required limit, with 
great benefits in arresting panic and preventing its worst conse- 
quences, on the conditions that the banking system is known to 
be sound and that its issues are not fettered by law. If currency 
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is hoarded under a solvent banking system, it is because the 
amount is believed to be limited and those who hoard it fear 
that they may not be able to obtain the share which they need 
at the moment when it may be demanded. An elastic limit of 

4 note issue is a powerful weapon for restoring financial confidence 

a on such occasions. 

The expansive theory, as it is called by Professor MacLeod, 
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® has been too often tested during the past half century against the } 
é restrictive theory to leave any doubt as to the wisdom of the f 
4 former. The expansive theory involves loans in times of panic ; 
$ up to the utmost limit, upon good security, which the resources - 


of the bank permit, in order to meet the emergency of the moment. 






4 
: A solvent bank need have no fear in a crisis, if it has the power 
to issue notes and extend credit freely, that its specie reserves 
¢ 






will not be fully restored after the acute stage of the crisis is P| 

over. The restrictive theory assumes the necessity of bringing i i 

. everything at once to a metallic basis. It is supposed to have . 
1 the effect upon the congested financial body of a healthy purging. 
This theory is directed against the continuance of loans to sustain 
the inflated credit which has brought on the panic. It would be 4! 
a sound theory if it were applied at the right time; but the 
demands for accommodation after a panic has broken out are very } 
different in character from those before the panic. The new 
demands are not usually made for the purpose of continuing 
inflation, but for the purpose of supplying the sudden drying 
up of the usual sources of credit,—the temporary paralysis of 
the entire machinery of exchange through terror. The moment 
the terror is mitigated, the old machinery will resume its normal 
functions, with a movement modulated to the new conditions of 
things. It is one of the highest functions of modern banking 
to put an end to the period of unreasoning fear and complete 
paralysis which marks the acute stage of a panic by employing 
all the resources due to inherited strength and legal powers in 
restoring the orderly functions of the machinery of exchange. 
Many of the disturbances in the equilibrium between supply 
and demand which brings about crises result in the long run in 
important benefits to society. The crisis weeds out the less com- 
petent producers and leaves in the field only those who have 
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shown their capacity to obtain the largest sum of results with 
the greatest economy of capital and labor. It is the rapidity of 
this evolution which has contributed to the frequency and severity 
of crises in modern society. As Professor Giddings well says of 
the increase of crime and vagabondage along with the increase 
of social wealth 3? 

“These things are a part of the cost of progress, forms that 
the cost of progress takes when the rate of social activity 
exceeds the rate of constructive reorganization. Quicken the 
pace of a moving army, and the number of the unfortunates who 
will fall exhausted by the way will be disproportionately increased. 

Increase the strain of any kind of competitive work and 
derange the conditions under which it is done, and the percentage 
of failures will rise.” 

This element in the problem would seem to establish the 
principle that the more rapid the progress of society, the more 
frequent and acute would be industrial crises. This tendency is 
fortunately restrained by the increased power of resistance given 
to the mechanism of production and exchange by the greater 
wealth of the community, the diversity of its industries and 
resources, and the wider area over which the shock of disturbance 
is spread. In this respect the complexity of machine production 
and financial organization in modern society operates with the 
equalizing effect of the market for securities upon changes in the 
value and supply of money and capital. The increased sensitive- 
ness of the mechanism makes a slight derangement keenly felt 
and results in precautions at an early date against more radical 
derangements. 

The effect of new inventions is felt most severely by fixed 
capital. Capital invested in permanent forms is almost defense- 
less against the progress of improvements. As the situation is 
defined by Mr. Wells, “Society proffers its highest honors and 
rewards to its inventors and discoverers; but, as a matter of 
fact, what each inventor or discoverer is unconsciously trying to 
do is to destroy property, and his measure of success and reward 
is always proportioned to the degree to which he effects such 
destruction.”* The adoption of labor-saving devices or more 


! Democracy and Empire, p. 90, 
2 Recent Economic Changes, p. 369. 
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efficient machinery in any industry relegate the old equipment 
to the lumber room, if the improvement is of an important 
character. It is the adjustments of capital and labor to these 
new conditions which are among the important factors in causing 
a crisis. Only under a static condition of the mechanism of 
production could crises be averted, even if knowledge were com- 
plete regarding all existing conditions of demand and supply. 
The element of new discoveries, causing changes in cost of pro- 
duction and the supply of old articles and creating new demands, 
would break the equilibrium. As Professor Smart describes the 
situation :? 

“As things are, each new invention throws labour out of 
employment for the time, superannuates fixed capital, and inter- 
rupts the flow of wages and profits. Again, through miscalcula- 
tion, new capital does not always seek out those channels which 
are awaiting on improvement and reduced cost, but flows on in 
the old grooves, till it dams up the channel of progress with 
capital in the wrong place, and prices are again pressed down to 
the level that pays the last comer only. Thus progress marks 
its course as a series of jerks.” 

In the market for money and capital also, the final result of 
the changes which bring on a crisis is likely to be beneficial to 
society. The reduction in the rates of discount and interest, 
which is the result of the large supply of capital seeking invest- 
ment, permits many enterprises to be undertaken which would 
not be productive under a higher rate of interest. The lower the 
rate of interest falls and the greater the accumulation of capital 
in the world, the greater becomes the equipment of efficient pro- 
ducing machinery and the greater is the surplus which society 
can afford to devote to permanent works of education and decora- 
tion which are not directly productive. But the process of transt- 
tion by which capital is deprived of its value and investments 
cease to earn their old return is a period of losses and suffering 
for the owners of this fixed capital and these investments. A 
fall in the rate of interest means a reduction of expenditure and 
a readjustment of social relations by those living upon the interest 
on securities, by insurance companies, banks, and all others 


1 Studies in Economics, p. 207. 
27 
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depending upon the rate of return upon investments for their 


income. It impairs the value of all saving and is in this sense 
equivalent to a reduction of wages for the workingman who 
wishes to provide for old age or for his family after his death. 
But circulating capital, like other articles, is subject to the law 
of diminishing returns, which affords to the entire mass only 
the rate earned by the last increments. The owner of such 
capital, much more than the laborer, has felt during the present 
century the operation of an “iron law,’ depressing his earnings 
more uniformly and powerfully as new capital came into the field 
to compete with the old. The sifting process of a crisis separates 
worthless enterprises from sound ones, wipes off the account the 
capital which has been destroyed by unwise investments, and sets 
forces in motion which drive capital to new fields where its earn- 
ing power ceases for a time to go downward. 
CuHartes A. CONANT. 
! This phrase is applied to the earnings of capital by M. Sayous, Za Bourse 


Moderne et sa Loi d’Airain, in Revue d’Economie Politique (April, 1900), xiv, p. 
373. 
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THE ENTRY OF THE UNITED STATES INTO WORLD 
POLITICS AS ONE OF THE GREAT POWERS. 


HE Great Powers are a small family. They always must 
be, for the great are few. It was until recently a pro- 
vincial family. It called itself the Great Powers of Europe. 

The United States have now elbowed their way into it. It 
is no longer Great Britain, France, Austro-Hungary, Germany 
and Russia. There is no room in the circle for Italy. The big 
boy who was hulking in the background, until the last few years, 
has changed his voice and come forward to claim his own. He 
proposes henceforth to have his full part in the game of Welt- 
politik, and he will, by the right of the stronger. His welcome 
has not been of the warmest. Germany, particularly, has been 
cold in her reception of the new member. If one is to believe 
her daily press, the United States have come in as a power 
necessarily antagonistic to all the rest——as America against 
Europe.t. But be this as it may, the Great Powers are now the 
Great Powers of the World. It is seen that they may have to 
enlarge their circle some day. to take in Powers of Asia. Japan 
already has a title for the next vacancy almost as good as Italy’s. 
China, reconstituted, revivified against its will by Western 
civilization, may, in this new century, assert her right to a place 
in line. 

American diplomacy, until our war with Spain, had followed 
in the main the course laid down in Washington’s Farewell 
Address. There had been but one substantial departure from it. 
That was the promulgation of the Monroe doctrine. But the 
Monroe doctrine, which a happy accident of European politics 
made it possible for us to assert, was confined in its immediate 
scope to American affairs. We justified it by the rule of self- 
preservation. 

It was, however, an edged tool which Canning put thus into 
our hands in 1823. Great Britain would have been slow to 


1See the National Zeitung of Dec. 9, 1900. 
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suggest our setting up what was so near to an American pro- 
tectorate, had she foreseen even the possibility of such an incident 
as the Venezuelan controversy of 1895. 

That, more than any other thing in our previous history, 
advanced us to a new place in the world. A nation was to be 
feared that dared, without any immediate motive of personal 
interest, to put herself in the path of England, and intimate an 
intention to hold the ground. 

Some of the dispatches which emanated from our State Depart- 
ment at that time indicated, perhaps, that we had not yet been 
a Great Power long enough to acquire all the company manners 
of the society into which we were entering. The contrast 
between the brusque tone in which our Secretary of State 
emphasized our interest in Venezuela’s claims and the suavity 
with which the Queen, in her speech at the opening of the next 
Parliament, acknowledged the friendly tender of the good offices 
of the United States towards a satisfactory adjustment of the 
controversy, was marked. Indeed, an American dispatch of the 
last few months may be open to a similar criticism. The South 
African republics had requested from the United States “inter- 
vention,” as they phrased it, in their behalf, and this request was 
communicated by our Secretary of State to Great Britain, 
together with the expression of the hope of the President that a 
way to bring about peace might be found, and his readiness “to 
aid in any friendly manner to promote so happy a result.””’, What 
we thus did being in pursuance of a request for intervention, and 
the request having been made by reference part of our dispatch, 
we might, perhaps, have been considered as intimating the possi- 
bility of our taking such a step. The reply from the British 
foreign office was better phrased. It thanked the President for 
“his friendly interest’? (thus treating our action as meant to be 
friendly to Great Britain), while stating explicitly that “her 
Majesty’s Government could not accept the intervention of any 
other power.” 

The United States, so far as they had engaged in world politics 
up to the date of President McKinley’s first administration, had 
done so as idealists. They had acted with no immediate view of 
national aggrandizement. 








1901] The United States as a Great Power. 401 


Our participation in the Pan-American Congress of Panama, 
in 1826, sprang from a desire, to use Jefferson’s words, “to make 
our hemisphere that of freedom.” In that of 1890, at Washing- 
ton, we were seeking to substitute arbitration for the never-ending 
succession of revolutions and political assassinations which con- 
stitute the public annals of the South American republics. 

Our conventions for the suppression of the slave-trade, and the 
erection of international courts for that purpose, were solely 
founded on sentiments of humanity. 

But wealth necessarily brings new powers and new responsi- 
bilities. There is, as Goethe said, a dignity in gold. Our 
national growth in numbers and riches gradually and inevitably 
was forcing us into closer relations with foreign courts. Our 
commercial establishments in Samoa had brought us in 1890 
into a tripartite convention with England and Germany, in the 
nature of a protectorate. Those at Hawaii were fast drawing us 
towards annexation. Our ministers plenipotentiary at the great 
capitals had been replaced by ambassadors. 

New occasions for American participation in foreign affairs 
were also furnished by the spread of Christian missions. 

It was the American missionary that brought us into such 
close relations with Hawaii. He created a market for our goods. 
His children, as they grew up there, became the governing power. 

Our share in the present conflict with China is largely, though 
more remotely, due to what our citizens have done to propagate 
Christianity there; and there is no other cause for the strained 
relations between the United States and Turkey, which led to 
the practical withdrawal of our minister from Constantinople in 
1899. 

In the New Hebrides, where the Christian natives now number 
about a quarter of the population, their fellow countrymen 
threaten them with a war of extermination, and the Presbyterian 
Board of Foreign Missions applied to the President, a few weeks 
ago, for the dispatch of a man of war to protect American 
interests in that quarter. 

Under the influence of all these forces, the United States were 
being gradually driven into a more active participation in the 
business of the world, when it was precipitated by the events 
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of the Cuban insurrection. Still, our controversy with Spain 
was in its first beginnings idealistic. We were actuated by 
sentiments of humanity, sympathy and brotherhood. It shocked 
us to see year after year of bloodshed and rapine pass unchecked, 
almost within sight of the coast of Florida. At last, in 1897, 
in the same plain, outspoken (shall we say blunt?) way which 
we had pursued with Great Britain in regard to the Venezuelan 
difficulty, we notified Spain that order must be soon restored in 
Cuba, or we might feel obliged to intervene and restore it our- 
selves. It was to be, to quote the language of President 
McKinley’s first annual message, “intervention on humanitarian 
grounds”: it was to be rested on “a duty imposed by our obliga- 
tions to ourselves, to civilization and humanity.” 

The destruction of the Maine in the harbor of Havana was 
the real parting of the ways for the American people, as to 
their foreign policy. It aroused a passion for revenge, which 
for the time put the sentiment of humanitarianism alinost out of 
mind. Dr. Chalmers wrote a great sermon on “The Expelling 
Power of a New Affection.” There was no room here, in the 
Spring of 1898, in the heart of the people for any. other thought, 
as regarded Spain, than that she must be made to suffer for a 
crime which, if she had not committed, her misgovernment had 
made possible. She denied all responsibility for what had 
occurred, and offered to submit the matter to arbitration. Eight 
years before, Congress, by concurrent resolution, had requested 
the President “to invite from time to time, as fit occasions may 
arise, negotiations with any government with which the United 
States has or may have diplomatic relations, to the end that any 
differences or disputes arising between the two governments 
which cannot be adjusted by diplomatic agency may be referred 
to arbitration, and be peaceably adjusted by such means.’”’ We 
did not concur with Spain in thinking this “a fit occasion” for 
resort to such a mode of adjustment. She made her proposal 
on March 31, 1898. No reply to it was made by our govern- 
ment, but on April 11th the President sent in his message recom- 
mending armed intervention. In ignoring the overture for 
arbitration, he probably spoke the wishes of the country. Right 
or wrong, the American people, at that moment, preferred the 
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use of force. A notice to quit Cuba was given to Spain on 
April 28th, and we then drove her out of the West Indies 
altogether, with the strong hand. 

The course of the war took our navy to the Philippines, and 
here rose the first great landmark of our entrance into world 
politics. We captured a great city. We found ourselves under 
obligations to protect large property interests, belonging to citi- 
zens of neutral powers. Spain was soon at our mercy. What 
terms of peace should be prescribed? We concluded to adopt 
the rule of uti possidetis. In truth, the war had wakened the 
tiger in us. It was our first real taste of blood: it gave us, that 
is, our first conquests. The Mexican war had resulted in large 
purchases of territory, but we can hardly call our acquisition of 
Porto Rico or the Philippines anything but spoils of victory, 
notwithstanding the solatium of twenty millions provided for in 
the treaty of cession. 

With Manila an American port, our relations with China 
became necessarily closer. She, on the other hand, looked with 
little favor on the passing of the Philippines from the possession 
of a weak power to that of a great one, already insisting on the 
policy of the Open Door. The Chinese grew impatient of the 
dominance of the foreigner. The legations were besieged, and 
an American army was soon on its way to their relief. 

Meanwhile, the Hague Conference had done its splendid work. 
Here, from the first, the United States found their new station 
in the world fully recognized. One of their ambassadors headed 
their delegation, and was accorded an influence second to almost 
none. No one can read the clear and full account of the doings 
of this Conference, for which the public are indebted to Mr. 
Holls, without observing the weight which was justly attached 
to whatever fell from the representatives of the United States. 

The Hague convention as to the settlement of controversies 
between nations by mediation, commissions of inquiry, or 
arbitration, has done much to smooth our way in dealing with 
foreign affairs. It delegates the droit de force to a secondary 
place as a rule of practice for the world. We can offer mediation, 
join in commissions of inquiry, go before an international court, 
as easily as any power. But unable as we are to wage war, save 
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in self-defence, except by a special act of Congress, we are almost 
disqualified from becoming a great military power. 

In fact the United States go into their new world-field ham- 
pered at more than one point by having a written constitution, to 
which every act of the administration must be conformed. The 
great aim of those who framed it was, as to foreign powers, to 
provide for “the common defence.” It is a coat of armor, capital 
for resisting sword thrusts, but of no help in giving them. It 
weighs us down at every step. 

The executive authority in most governments determines its 
foreign policy and acts with little control from courts or legisla- 
tures. It acts, therefore, with promptitude, decision and secrecy. 
Our President is bound to refer many matters in this field to the 
Senate, and the Senate has become, in course of time, by the 
addition of new States, too large to fulfill properly the functions 
ofa privy council. It lacks most of the essential qualities of such 
a body. It is little but a brake; and what is done and said in its 
executive sessions is too often to be learned from the next day’s 
newspapers. 

Nor are some of our constitutional limitations less embarrassing 
in time of peace, when we come to deal with the results of war. 

No one can read the message of the President at the opening 
of the present session of Congress, without being struck with 
the space given—and unavoidably given—to the explanation of 
our foreign relations. The Queen of Great Britain, a few days 
later, sent in a similar communication to Parliament. It had to 
do with a costly war, not yet concluded, and as to the mode of 
concluding which public sentiment was divided. But her speech 
was one of a single sentence. She asked supplies, and reserved 
to herself the consideration of all other questions. It was not 
necessary to take Parliament into her confidence. It was neces- 
sary for President McKinley to take Congress into his. 

But something more was necessary. Even the assent of Con- 
gress to such measures as he might suggest would not make them 
law. They must square with this same written constitution; and 
every individual, native or foreigner, had the right to question 
their conformity to it before the courts, should he claim that they 
affected his interests injuriously. 
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When the President’s message was sent in, cases were already 
before the Supreme Court of the United States in which the 
validity of his action in matters arising in Porto Rico, Hawaii 
and Cuba had been challenged. Others are sure to follow in long 
succession. Can a Filipino be tried for crime except by a jury 
of twelve men? Can he be tried at all for any grave offence 
without being first indicted by a grand jury of eighteen men? 
Questions like these involve, at bottom, the power of the United 
States to hold and govern permanently lands acquired from a 
foreign power and inhabited by a half-civilized people. We can- 
not govern such men by Anglo-Saxon methods of administering 
criminal justice. If our Constitution requires that, we must 
draw off and leave them to govern themselves or cede the lands 
to some other Power. We must, that is, if we conform to the 
original spirit of our constitutional guaranties. 

Written constitutions, however, are the subject of a certain 
growth, and what their framers meant by the words they used is 
never absolutely controlling upon their construction by posterity. 
Gouverneur Morris is responsible for much of the language of 
the Constitution of the United States. But it is more important 
what the people of the different States understood this language 
to signify, than what it meant to him. They, in ratifying the 
work of the Constitutional Convention of 1787, took the words 
put before them as they stood, without asking particularly what 
might have been the intention of the members of the Convention 
in employing them. In the interpretation of any legal document 
the cardinal rule must be to give its terms their natural meaning, 
notwithstanding a more restricted or a more unlimited one may 
have been really intended by the writer. 

Chief Justice Marshall applied this doctrine with great force 
in the Dartmouth College case. If the College charter con- 
stituted a contract between the founders and the State, the legisla- 
tive action which Webster was attacking must be held void. 
But, urged counsel who opposed him, no one in the Convention 
of 1787 ever dreamed that a charter was a contract; nor did a 
single man among those by whose votes the Constitution was 
ratified and adopted. 
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“Tt is more than possible,’ said the Chief Justice, “that the 
preservation of rights of this description was not particularly 
in the view of the framers of the Constitution, when the clause 
under consideration was introduced into that instrument. It is 
probable that interferences of more frequent recurrence, to which 
the temptation was stronger, and of which the mischief was more 
extensive, constituted the great motive for imposing this restric- 
tion on the State legislatures. But although a particular and 
a rare case may not, in itself, be of sufficient magnitude to induce 
a rule, yet it must be governed by the rule, when established, 
unless some plain and strong reason for excluding it can be 
given. It is not enough to say, that this particular case was not 
in the mind of the Convention, when the article was framed, 
nor of the American people, when it was adopted. It is neces- 
sary to go farther, and to say that, had this particular case been 
suggested, the language would have been so varied as to exclude 
it, or it would have been made a special exception. The case 
being within the words of the rule, must be within its operation 
likewise, unless there be something in the literal construction so 
obviously absurd, or mischievous, or repugnant to the general 
spirit of the instrument, as to justify those who expound the 
Constitution in making it an exception.”’ 

By emphasizing certain of its terms, and minimizing others, 
great changes from anything which the framers of that instru- 
ment can reasonably be supposed to have contemplated, have, in 
the past century, been wrought by the people and sanctioned by 
the judiciary. More of this work, no doubt, is yet to be done 
in the same way. 


The powers of the President of the United States have been 
steadily growing, ever since that great office was created, at the 
expense of those of the legislative and judicial departments. 
They will continue to grow, as new occasions for their exercise 
arise; first because the yearly multiplication of federal law is 
constantly enlarging their subject, and second, because he is the 
only representative in our system of government of the whole 
American people, and speaks in a certain sense with their 
authority. 
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A single instance will suffice to illustrate this tendency. 

Some ten years ago a man was arrested on a warrant from 
a proper magistrate of one of our States on a charge of murder. 
He had, in fact, killed another, but claimed to have done it in 
the exercise of his duty as a deputy marshal of the United States, 
in order to save the life of one of the judges of the United States 
from a felonious attack. If so, he had a perfect defence in the 
courts of the State, should he be brought to trial there before a 
jury. Instead, however, of abiding such an issue, he secured a 
summary discharge from a federal judge upon a writ of habeas 
corpus. The executive department, it was held, in virtue of 
the general obligation of the President to “take care that the laws 
be faithfully executed.” had implied power to surround the judici- 
ary with armed guards, whenever and wherever there was just 
reason to apprehend attack, and no State could hold them to 
account for what they might do in its defence.’ 

As the President is invested with the entire “executive power” 
of the United States, and as it is the executive power of a nation 
which must maintain its communications with other countries, he 
has always been the real director of our foreign policy. Having 
the initiative, it has been easy for him to place us in a certain 
position, to commit us to a certain line of conduct, from which it 
was practically impossible to recede. Recognized as having the 
sole means of authentic intelligence as to the doings of other 
nations, his recommendations as to legislation affecting our rela- 
tions to them carry the greatest weight. Irresponsible to Con- 
gress, and practically irremovable from office, he can give the 
fullest force to his own individual ideas of right and duty. 

These attributes of the President make us fitter than most 
republics to play the part of a Great Power in large questions of 
diplomacy. 

The veto of the Senate on the treaty-making power puts, 
indeed, an obstacle in the way of prompt action, and often of 
salutary action, which necessarily impairs the consistency of our 
foreign policy. But this has become of less importance since the 
constitutional changes, of late years, through which treaties 
involving important interests are now, in many other countries, 


1 In re Neagle, 135 United States Reports, I. 
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made subject to ratification by legislative action. The world 
has become patient of popular opposition to measures of 
administration. 

It is also easy for an administration to forestall any unfavor- 
able reception of a treaty by the Senate, in most cases, by a little 
management. If the chairman of its Committee on Foreign 
Relations is consulted in advance by the Secretary of State, and 
kept informed of the progress of negotiations, he will be very 
apt to give his support to whatever is brought forward as the 
outcome; and his voice in such a matter is likely to control. 

There would be inconvenience, if not danger, in thus taking 
a particular senator into the confidence of the President, should 
it ever come to be practiced as a thing of course. It would raise 
up a new office in the government. The chairman of this com- 
mittee would become another Secretary of State, and should he 
differ in opinion with the rightful holder of that position, colli- 
sions might occur which can never arise so long as we adhere to 
the constitutional theory of the executive power,—that it is one 
and indivisible. 

It has been suggested that the absence of any such previous 
consultation was one of the reasons for the recent action of the 
Senate on the Hay-Pauncefote treaty respecting the Isthmian 
canal. If it in fact was thus regarded by Senator Davis or 
Senator Lodge as the deprivation of a customary privilege, the 
defeat of the administration was better for the country than 
anything that could be gained from a vote of ratification. The 
President cannot be too vigilant in guarding his high preroga- 
tives. Unless kept absolutely intact, the balance of the Constitu- 
tion is disturbed, and an inroad made upon our scheme of 
government at the point of least resistance. 

Had the Senate always remained the body of twenty-two men 
which it was originally, the President might have continued the 
practice of our early administrations, and taken a personal part 
in their executive sessions. But even then he could not safely 
have made one or two, as of right, his confidants in advance. 
His individual responsibility would have been lowered, and cabals 
would have been a natural result. 

The great enlargement of the Senate intensifies these reasons 
for maintaining at this point the absolute independence of the 
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executive department. So, even more strongly, does our entry 
into world politics. It is a change of position, which, as has 
been pointed out by Professor Reinsch of the University of Wis- 
consin,! necessarily endangers one of the unwritten and yet one 
of the strongest safeguards of the Constitution. 

This is the existence of an organized and effective opposition 
in both houses of Congress. 

The Constitution provided explicitly, in one instance, for the 
support of such a minority, by requiring the yeas and nays to be 
taken and recorded upon any vote, at the request of a fifth of 
those present. This protection to them has in part been taken 
away in the House of Representatives, of late years, by the 
closure rule. Their continued existence, or at least their healthy 
vitality, will be henceforth threatened by the opportunity which 
the party in power will always have, when maintaining a policy 
of foreign war or conquest, of appealing to patriotic feeling and 
raising the cry of “our country, right or wrong.” The political 
press, during the recent Presidential campaign, did not hesitate 
to denounce those who went by the name of “anti-imperialists” 
as the main supporters of Aguinaldo, and to assert that the 
speeches in Congress of those who denounced the military meas- 
ures directed against him were prolonging his resistance to our 
lawful authority, and that they were responsible for bringing 
hundreds of our soldiers in the Philippines to untimely graves. 

There is an absorbing interest in great national events of world- 
wide interest, in wars and rumors of wars, in conquests of new 
lands, in the framing of governments for subject races, in joining 
with other powers in imposing fundamental political changes on 
distant empires, that dwarfs all the ordinary questions of home 
concern. As to those, men who differ can speak out with little 
fear of misconstruction or misrepresentation. On questions of 
foreign policy, when what is said in Congress is forthwith tele- 
graphed to every quarter of the globe, public men are under a 
certain compulsion to speak with reserve and hesitancy. 

A cessation of hostilities in the Philippines, should we continue 
to retain our sovereignty there, would lessen but not remove the 
difficulties in the way of maintaining a parliamentary opposition. 


1 World Politics at the End of the Nineteenth Century, 335. 
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Foreign questions must still, for years, largely overshadow 
domestic ones. Yet, for their proper treatment, the freest dis- 
cussion is a necessity. We are accused by the Germans of a 
contempt for international law and treaty obligations, when they 
stand in the way of national aggrandizement, for which they have 
even coined a word, “Americanismus.” The tone of many of 
our newspapers, and the language attributed to some of our 
senators during the discussion of the Hay-Pauncefote treaty, give 
some color to the charge. It certainly, however, has not yet 
fastened on the American people. It never can, if political 
discussion in Congress is kept free and earnest on party lines. 

The House of Representatives in Missouri surprised the coun- 
try last month by adopting this resolution: 


“Whereas, the sympathies of the American people go out to all 
nations and all peoples struggling for liberty; therefore, be it 

Resolved, That the House of Representatives of the Forty- 
first General Assembly of Missouri extend sympathy to the 
people of the Philippine archipelago in their heroic struggle for 
freedom.” 


The vote by which this action was passed (of 75 to 47) indi- 
cates that it received the support of one party, and was opposed 
by the other. Such an expression of opinion on the part of the 
legislative authorities of a State was, of course, beyond their 
proper province, irrespective of the grave objections to its form 
and nature; but the incident tends to illustrate one saving 
characteristic of American politics. There will always be some 
States in which the party represented by the national administra- 
tion will be in the minority, and there the fullest discussion and 
the freest action is assured. 

It is fortunate that the traditions of the Senate have thus far 
preserved in that branch of Congress the right of speech without 
limitation of time. Its character as an assembly of the repre- 
sentatives of sovereign States demands this. The minority in 
the Senate can therefore always be more outspoken than that in 
the House, independently of the effect of their longer tenure in 
office. 


The check upon the foreign policy of the administration fur- 
nished by the power of the Senate to amend or reject treaties, 
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which, now that we are one of the Great Powers, the President 
will often find inconvenient in matters where concerted action is 
to be taken, is not supported by any right of abrogation. A 
treaty, under our Constitution, is a law, and can only be set aside 
by another treaty, or by Act of Congress. No other treaty can 
be proposed, save by the President. No repealing statute can 
be passed without his consent, unless it secures the votes of two- 
thirds of each of the two houses. This gives him a far greater 
assurance than the heads of most republics have possessed, in 
dealing with foreign courts. 

Nor has the Senate, in its capacity as a treaty-ratifying body, 
been always unwilling to assent to an extension of the President’s 
authority in new directions. 

A marked instance of this was the ratification, last year, of the 
Hague Convention as to International Arbitration. 

This document was the work of a Conference of sovereigns 
and individual .representatives of sovereignty, acting through 
their respective plenipotentiaries. It pledges the signatory 
powers to certain lines of conduct and clothes them with certain 
functions. 

In most of our treaties and conventions with foreign nations, 
“the United States of America” have been named as the contract- 
ing party, though the term is often treated as equivalent to “the 
President of the United States.” The Hague Convention names 
only the President. He is the contracting and signatory power. 

It provides for mediation, and the authority to offer or accept 
it in behalf of the United States is necessarily in the President. 
It provides for international commissions of inquiry to be con- 
stituted “par convention spéciale entre les parties en litige.” 
Who is to make such an agreement on the part of the United 
States? Obviously the President. It provides for an Inter- 
national Court of Arbitration, and that “Chaque Puissance 
Signataire désignera, dans les trois mois qui suivront la ratifica- 
tion par elle du présent Acte, quatre personnes au plus,” as 
members of this court. How has this appointment been made 
in behalf of the United States? In his message at the opening 
of the present session of Congress, we find these words: “In 
accordance with Article XXIII of the convention, providing for 




















. 
Eee ee ee eee ne 


ene 
a 


een tui ae 


ces 











412 Yale Review. [ Feb. 


the appointment by each signatory power of persons of known 
competency in questions of international law as arbitrators, I 
have appointed as members of this court, the Hon. Benjamin 
Harrison of Indiana, ex-President of the United States; the Hon. 
Melville W. Fuller of Illinois, Chief Justice of the United States; 
the Hon. John W. Griggs of New Jersey, Attorney-General of 
the United States, and the Hon. George Gray of Delaware, a 
Judge of the Circuit Court of the United States.” This is 
communicated simply as a piece of information. He has done 
the act. He has not asked the consent of the Senate. Why 
should he? He must seek it, under our Constitution, when he 
appoints ambassadors, public ministers, and consuls, judges of 
Supreme Court, and most other officers of the United States. 
But the members of this International Court are not officers of 
the United States. They are officers of a world-court. 

Similar action had been often taken by our Presidents in 
appointing arbitrators under previous treaties made for the pur- 
pose of settling some particular controversy. 

The day must soon come when the United States will have 
occasion to invoke the action of this court. What will be our 
procedure? Article XXIV of the Convention provides thus for 
it: “Lorsque les Puissances Signataires veulent s’adresser a la 
Cour Permanente pour the réglement d’un différend survenu 
entre elles, le choix des arbitres appelés a former le tribunal com- 
pétent pour statuer sur ce différend, doit étre fait dans la liste 
générale des membres de la Cour. 

A défaut de constitution du tribunal arbitral par l’accord 
immédiat des parties, il est procédé de la maniére suivante :— 

Chaque partie nomme deux arbitres et ceux-ci choisissent 
ensemble un surarbitre. 

En cas de partage des voix, le choix du surarbitre est confié a 
une Puissance tierce, désignee de commun accord par les parties. 

Si l'accord ne s’établit pas a ce sujet, chaque partie désigne 
une Puissance différente, et le choix du surarbitre est fait de 
concert par les Putssances ainsi désignées. 

Le tribunal étant ainsi composé, les parties notifient au bureau 
leur décision de s’adresser a la Cour et les noms des arbitres.” 
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The successive acts thus contemplated on the part of a moving 
party are of an administrative character, and it must fall to the 
President to perform them. 

But what is to be submitted to the arbitrators for determina- 
tion? By Art. XXXI, “Les Puissances qui recourent a l’arbi- 
trage signent un acte spécial (Compromtis) dans lequel sont 
nettement déterminés l'objet du litige ainsi que l’étendue des 
pouvoirs des arbitres. Cet acte implique l’engagement des parties 
de se soumettre de bonne foi ala sentence arbitrale.” Following 
the line of reasoning heretofore pursued, it is difficult to escape 
the conclusion that the President is to settle the terms of the 
subject in controversy and the extent of jurisdiction conferred, 
and by his sole agreement to pledge the faith of the United 
States for the fulfillment of the award. 

This is a tremendous power for a republic to lodge in one 
man’s hands; but in matters less important not dissimilar func- 
tions had been entrusted to him, or to his executive agents, in 
previous instances. 

Thus in 1871 a convention was made with Spain to refer to 
arbitration certain claims of citizens of the United States against 
her for injuries received at the hands of the Cuban authorities. 
One arbitrator was to be appointed by the Secretary of State of 
the United States, and one by the Spanish minister at Washing- 
ton; these two to agree on an umpire. ‘“‘Each government’ was 
to name an advocate, and the “Government of the United States” 
was to present the claims in controversy; the awards to be final 
and conclusive.’ The Attorney-General advised that the Presi- 
dent was the government for the purpose of naming our advocate, 
such an official being considered as “of a peculiar nature created 
by the agreement between the two powers.”” 

The President, or the State Department, would, of course, in 
any case of this kind, be compelled, in presenting a claim, to 
define it; that is, to define the subject to be determined by the 
joint commission. 

Our convention of 1828 with Great Britain, for the adjustment 
of the Northeastern boundary by arbitration, provided that each 
party should prepare and submit such a statement of its case as 

1 United States Revised Statutes, ii, 720. 


*13 Opinions of the Attorneys General, 415. 
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it should think fit.1 It needs no argument to show that to state 
our case, that is our claims, for this purpose, must have been 
meant to be purely and finally a matter for the President; yet 
according as it was drawn, so might the boundary be established. 
The Behrings Sea Convention of 1892 contained similar provi- 
sions. Such is indeed almost the necessary procedure in all 
international arbitrations. 

In 1883, we made a convention with Mexico for the better 
demarcation of boundaries. “Each government” was to appoint 
certain persons, headed by a chief engineer, to constitute together 
an “International Boundary Commission” with power to set 
monuments at such points as might be agreed on by the two 
chief engineers. By “Government” was here plainly meant the 
proper executive power in each republic. 

By an Act of Congress passed in 1872, the Postmaster-General, 
“by and with the advice and consent of the President, may nego- 
tiate and conclude postal treaties and conventions.’’* This has 
been done in repeated instances,* and is, of course, in substance, 
the negotiation and execution of an agreement with a foreign 
power by the President, without asking the concurrence of the 
Senate, or rather by virtue of their consent given in advance. 
The statute in terms, indeed, purports to delegate to the executive 
the absolute power to make treaties on a certain subject, but the 
use of the word “treaties” was probably an inadvertence. There 
may be a bargain between independent states, which is something 
less than a treaty, and postal conventions are in the nature of 
commercial transactions without any direct political significance. 

By the Convention Postale Universelle concluded by our 
government with other powers, under authority of this statute 
in 1891, any controversy as to its meaning is to be decided by 
arbitrators, one of whom is to be chosen by “‘chacune des Admin- 
istrations en cause.” For us this “Administration” must mean 
the Postmaster-General.> He raises the question, puts it in 
proper form, and selects the judge. 


1 United States Revised Statutes, ii, 313. 

*27 United States Statutes at Large, 104. 

®’ United States Revised Statutes, i, Sec. 398. 

*See 25 United States Statutes at Large, 1385, 1393, 1401, 1472. 
528 United States Statutes at Large, suppl. 27, 41. 
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To state the point under consideration in its simplest form, the 
President has a double duty in regard to every treaty of the 
United States. He must superintend its execution as a contract 2! 
he must also take care that it is executed as a law. It may 
require that certain things be done by the United States. If so, 
it is he that must do them, so far as they are of an executive 
character. It may simply authorize such things to be done by 
the United States. If so, it authorizes him to do them, so far 
as they are of an executive character. A treaty in a word, which 
leaves any matters to the future determination of the President, 
vests him with the power to determine them as effectually as an 
Act of Congress could do.” 

The Hague Convention, when ratified by the Senate, became 
thus a standing warrant or, so to speak, a power of attorney, 
from the United States to the President to submit such inter- 
national controversies as he might think fit to the ultimate decision 
of the International Court of Arbitration. 


The view here taken of the functions of the President under 
this Convention is opposed to that favored by Mr. Holls, one of 
those who helped to frame it, in an article contributed by him to 
the Review of Reviews in November, 1899. He there said that 
whenever arbitration is sought by the United States “the litiga- 
ting parties are to sign what 1s called the compromise, but what is 
in reality the treaty of arbitration for the particular case, requir- 
ing on the part of the United States ratification by the Senate in 
every instance.” No reasons are given for the conclusion thus 
announced, and none are apparent except the extreme gravity of 
the act in question, and the possible impolicy of allowing one man 
thus to put at risk great national interests and pledge the public 
faith. Were our President a titular sovereign, these considera- 
tions would seem of little weight. He is not that, but he has 
many of a sovereign’s powers. It is not inconsistent with free 


'The United States v. The Peggy, 1 Cranch’s Reports, 103. 

* Fong Yue Ting v. United States, 149 United States Reports, 698, 714. See 
the careful study of the Congressional precedents as to delegating legislative 
or quasi-legislative power to the President, by Edward B. Whitney, formerly 
Assistant Attorney General of the United States, in the Columbia Law Review, 
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government to give high functions to great officers. England 
7 is essentially a republic, but her King certainly has the powers 






mY under the Hague Convention which Mr. Holls would deny to the 
President. It is noticeable that in his extensive treatise on the 
—«Cce work of the Conference, published since the convention was rati- 
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The control of Congress and primarily of the House of 

Representatives over the treasury may, no doubt be a serious 

impediment to executive action. A refusal of the necessary 

} appropriations to satisfy our treaty obligations is always a possi- 







Bik bility; but experience has proved that it is little more. Public 
ha sentiment, with rare exceptions, will be behind the President, 
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| upon such a question, for the newspapers which manufacture or 
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A review of our political limitations, therefore, shows few that 
are radically inimical in practice to effective diplomacy. If, as 
; a Great Power, we must at some points move more slowly than 
wn the rest, at others we need hesitate less then they. There is no 
ministry to be overthrown, if the President’s policy fails to com- 
mand the approval of Congress. There is no fear of a more 
and more rigorous conscription to chill any public ardor for war. 
) There is a strength of position to the President, when entrenched 
behind a treaty once ratified by the Senate, which no mere major- 
ity in Congress can overcome. He needs the help of but a bare 
third of either house, in such a case, to keep things as they are. 




















It has sometimes been said, though seldom by any but 








| Americans, that we ought not to mingle in the affairs of 
ie other continents, because we could rarely be represented by men 
| able to negotiate on equal terms with the European diplomatists. 
It is true that we have no leisured class from which to select, 

} composed of men who from childhood have been trained in the 





usages of good society and brought into close contact with those 
familiar with foreign offices and courts. But we have another 
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class, gifted on a different side with special qualifications for the 
diplomatic and consular service, and from which that service 
among us is, as to its higher places, in fact mainly recruited. 
It is the American bar. The nominations come from a President 
or a Secretary of State who is commonly a lawyer. It is a 
committee mainly of lawyers to which, in the Senate, they are 
referred; and the ambassador, or minister, or consul-general thus 
appointed is, in a majority of instances, a member of the bar, or 
at least one who has received a legal education. The knowledge 
and training which this implies are such as to bear directly on 
a man’s ability to conduct a diplomatic controversy. He will 
be apt to see the real point involved; to detect fallacies in argu- 
ment; to be patient of delay; to seize his opportunity, when it 
comes, and to press it to the utmost. 

Nor is this all. Whether our representatives at the principal 
foreign courts are or are not lawyers, it is practically necessary 
that they be men of independent fortune, on account of the small 
salaries attached to these positions. A property qualification has, 
in effect, been thus imposed. It cuts us off, not infrequently, 
from securing the services of better men than those we send. 
President Noah Porter and Judge Dwight Foster of Boston may 
be mentioned, for instance, as among those by whom the mission 
to Great Britain has been declined, in part, at least, because their 
private means were insufficient to allow them to fulfill its social 
duties as they would wish. But, on the other hand, it cuts us 
off from the office-seeker, who goes into politics for the money 
he can get out of it; nor is it to be denied that the possession of 
wealth is generally evidence of mental capacity, joined with sound 
judgment, either in the man who has it, or in his immediate 
ancestors, some of whose traits he is also not unlikely to inherit. 

The great families in European monarchies are practically 
accorded a certain preemptive right in respect to diplomatic 
preferment, if they show any sort of adaptation to such functions. 
We are free from any such incubus, and this goes far towards 
balancing our want of a class both leisured, cultured, and rich, 
from which to recruit our foreign service. We miss, however, 
those ties of inherited friendship and life-long association, which 
bind the aristocracy of one land to that of another. That is a 
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legitimate and powerful means of smoothing the way to the 
confidence of foreign ministers and courts, which can seldom 
exist when there are no privileged orders in society. 

But were the material for our diplomatic service worse than 
it is, our weight as a Great Power would be less affected than 
would be possible in the case of any other nation. It is the 
necessary result of our accumulated and accumulating wealth, 
and it is likely to come in question seldom except when we are 
pressing commercial and pecuniary claims. The world has 
become our debtor during the last four years, to the amount of 
two thousand million dollars. The German Empire has placed 
a loan in Wall street. Foreign militarism is wasting in 
barracks and camps the labor power which American youth is 
devoting to profitable production. We sell the bread on which 
European armies are fed. The business of our diplomatic repre- 
sentatives is henceforth to be largely of a consular description. 
They will be agencies to extend trade and collect bills. These 
are plain matters and can be handled by men who might be 
incompetent to plan alliances, arrange court marriages, or pave 


the way towards military conquest. 
SIMEON E. BALDWIN. 
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THE ATTITUDE OF THE AMERICAN GOVERNMENT 
TOWARD AN INTEROCEANIC CANAL, 


HE nineteenth century had run more than a quarter of its 
course before the government of the United States gave 
expression to any opinion on its attitude toward an Interoceanic 
Canal, and even the formal request of the Republic of Central 
America for the cooperation of the United States in the opening 
of a ship-canal, which was made in 1825, found our government 
apparently destitute of any clearly defined notions regarding the 
best means for protecting and controlling a work of that charac- 
ter! Something more than a year passed before its views on 
that subject were made known. 

The first statement of them came from the pen of Henry Clay 
and form part of his instructions to the American delegates to 
the Panama Congress. After asserting that a ship-canal across 
the isthmus would constitute a proper subject for consideration 
by that body, Mr. Clay states that such a work would be of 
more or less interest to all parts of the world, and especially to 
this continent. It should, therefore, be effected by common 
means and united exertions, and not left to the unassisted efforts 
of any one power, neither should its benefits be appropriated to 
any one nation, but extended to all parts of the globe upon the 
payment of just compensation and reasonable tolls. In harmony 
with these views, Mr. Clay gave explicit instructions that any 
proposals for the joint construction of the work should be 
received and transmitted to the government with the assurance 
that they would receive attentive examination with a view to 
reconciling the conflicting views of all American nations.? 

Such, in brief, was the first authoritative statement concern- 
ing the attitude of the United States toward such enterprises. 
Although necessarily couched in general and indefinite terms, it 
clearly indicated a purpose to adopt a broad and liberal policy 
respecting the use and control of any transisthmian highway 


1 House Ex. Doc. 228, 2d sess. 25th Cong., pp. 7 and 8. 
* Cong. Debates, vol. 5, App. p. 47. 
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that might be opened. Nevertheless, its adoption was dependent 
upon the attitude of other powers. 

Interest in the subject of an interoceanic canal steadily grew. 
Already English and American companies had been formed for 
the construction of such a work.' Within the next few years 
a Dutch company, under the patronage of the King of Holland, 
entered the race for the coveted privilege of opening a canal 
between the two oceans, and by 1830 had secured the necessary 
concessions and apparently was about to begin the work of con- 
struction. This aroused the apprehensions of the United States 
and urged the government forward in the development of a defi- 
nite policy respecting the proper status for the proposed work. 
The right of the United States to equal privileges with other 
nations in the use of the canal was asserted. In order perma- 
nently to secure this right it was demanded that American 
citizens and even the government itself should be permitted to 
subscribe to the stock of the company.* The early failure of the 
Dutch enterprise made it unnecessary for the government to 
press the matter further. Nevertheless, this incident revealed 
the fixed purpose of the United States to prevent any foreign 
power from monopolizing the channel. 

Failure of the Dutch enterprise, however, was not followed 
by a decline of American interest in interoceanic communication. 
On the contrary, both government and people gave it increased 
attention and the result was the development of more advanced 
ideas. Neither the friendly attitude of the government nor the 
most positive assurance that no other power would be permitted 
to monopolize the use or control of any sea to sea highway, 
satisfied the people. They now demanded that the government 
should facilitate the construction of an interoceanic canal. 

By 1835 this demand had become too strong to be ignored by 
Congress. Early that year a resolution passed the Senate calling 
upon the President to consider the expediency of treating with 
the governments of Central America for the effectual protection 

' House Rept. 322, 3d sess. 25th Cong., p. 146. 
Sen. Rept. 339, Ist sess. 29th Cong., p. 23. 


*Tbid., p. 23. House Ex. Doc. 228, 2d sess. 25th Cong. pp. 10-13. 
House Ex. Doc. 228, 2d sess. 25th Cong., pp. 25 and 26. 
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of such individuals and companies as might undertake to open 
a communication between the Atlantic and Pacific oceans. The 
resolution likewise required that the contemplated treaties should 
permanently secure to all nations the free and equal right of 
navigating the canal.’ The only immediate result of the Senate’s 
action, however, was the dispatch of an agent to Central America 
to obtain information concerning existing projects, including con- 
tracts with foreign powers, for the opening of a ship-canal 
between the two oceans.*, Apparently the executive was not 
ready to commit the government to a more decided course. At 
all events nothing further was done at that time and the follow- 
ing year the President frankly announced that it was then inex- 
pedient to open negotiations respecting the protection and enjoy- 
ment of a waterway between the two oceans.* 

However, Congress did not share that view and the subject of 
interoceanic communication continued to attract more or less 
attention in both branches. One result of this was an elaborate 
report, presented during the closing session of the twenty-fifth 
Congress, explicitly asserting the necessity for international 
cooperation for the construction of a ship-canal across the isthmus, 
and urging that negotiations looking to that end be opened with 
the leading powers.* In this respect the report reflected the 
popular sentiment of the time. Such a course, was zealously 
advocated in the leading financial and commercial centers of the 
country for several reasons.® The leading powers of Europe must 
be enlisted in the undertaking in order to obtain the necessary 
capital. The cooperation of the States of Central America was 
likewise essential since they possessed the sole and undoubted 
right to dictate the terms upon which a canal could be opened 
through their territories. Moreover, the only way the United 
States could provide effective security for her interests was by 
cooperating liberally and efficiently with other powers in pro- 
moting the construction of the desired transit. It was, there- 
fore, highly desirable that no time be lost in opening negotiations 

1Sen. Journal, 2d sess. 23d Cong., p. 228. 
? House Ex. Doc. 228, 2d sess, 25th Cong., p. 3. 
3 Sen. Journal, 2d sess. 24th Cong., p. I1or. 


* House Rept. 322, 3d sess. 25th Cong., pp. 2, 104, 114 and 115. 
5 Tbid., 145, 2d sess. 30th Cong., p. 23. 
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for that purpose, lest dispositions might be made which would 
preclude the possibility of proper security for American interest. 
So importunate were the demands for such action that in 1839 
the matter was taken up in the House. The result was the 
passage of a resolution similar to the one passed by the Senate 
four years previous. Like its predecessor, it called upon the 
President to open negotiations with foreign powers for concerted 
action in constructing a ship-canal between the two oceans that 
should be open to all nations upon terms of equality.” This 
resolution, however, was as barren of practical results as the 
former one. Yet the subject of interoceanic communication lost 
none of its interest for the American people and as time passed 
more and more attention was given to it. 

This increased attention revealed the almost insuperable obsta- 
cles to the construction of a ship-canal and led to the considera- 
tion of substitutes for a water transit. Naturally railroads were 
suggested as a proper substitute; a larger number of routes were 
adapted to them and they could be built at a much less cost. For 
a time the advocates of this mode of communication rapidly grew 
in numbers and urged their views upon the public with increasing 
vigor. Yet the idea of a ship-canal was not abandoned; interest 
in it kept pace with that in land communication. In a word, 
that interest had already culminated in the demand for some 
means of communication between the two oceans. Moreover, 
the idea was gaining ground that such a work was absolutely 
essential to the commercial welfare and prosperity of the United 
States. This led many to believe that the matter should no longer 
be left to the unaided efforts of individuals or private corpora- 
tions, but should receive the active countenance and support of 
the government. 

But the people soon came to realize that the mere construction 
of a transit between the two oceans would not meet all the 
requirements of the case. It was equally important that the com- 
pleted work should be placed upon a satisfactory basis; otherwise 
it might prove to be a source of annoyance and injury to the 

' House Rept. 322, 3d sess. 25th Cong., pp. 114 and 115. 
? House Rept. 322, 3d sess. 25th Cong., p. 7. 


Sen. Rept. 339, Ist sess. 29th Cong., p. 26. 
’ House Ex. Doc. 77, 1st sess. 28th Cong., pp. 7-9. 
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United States. Accordingly the question of a suitable status for 
the isthmian transits came to occupy a large share of public atten- 
tion. The government became solicitous for the conservation 
of American interests in interoceanic highways. Its diplomatic 
agents and consuls were instructed to use all diligence to prevent 
citizens and subjects of foreign powers from obtaining greater 
privileges in a canal or railroad between the two oceans than 
were accorded to American citizens.’ Yet it is not to be inferred 
from this that our government was intent upon securing any 
exclusive privileges in such a work for its own citizens. It still 
clung to the idea that a ship-canal or other means of communica- 
tion should be provided through the joint efforts of the leading 
powers of the world, and thrown open to the use of all nations 
upon the same terms. 

For a time events seemed to favor the development of this 
policy. In 1843 the Republic of New Grenada authorized her 
representatives to treat with the United States and other leading 
powers for the opening of a ship-canal across the Isthmus of 
Panama, on condition that the powers undertaking the work 
should guarantee the neutrality of the isthmus.” Although the 
action of New Grenada was devoid of immediate practical results, 
it is probable that it was an important factor in determining the 
attitude of the United States toward isthmian transits for a con- 
siderable period of time. At all events the actions of the govern- 
ment for the next few years were in accord with the indicated 
policy of New Grenada and finally culminated in the conclusion 
of a treaty with that Republic. Another potent factor in develop- 
ing the American policy was the famous dispatch of Henry 
Wheaton, then a leading officer in the diplomatic service of the 
United States. This distinguished authority upon international 
law had, while in touch with the thought and politics of Europe, 
thoroughly investigated the subject of interoceanic communica- 
tion. Asa result of his investigations Mr. Wheaton came to the 
conclusion that the early construction of a canal between the 
two oceans was essential to the preservation of American interests 
against the colonizing schemes of England and France. Never- 
theless, he emphasized the importance of placing the proposed 


1 House Ex. Doc. 77, Ist sess. 28th Cong., pp. 7-9. 
2 Sen. Rept. 339, 1st sess. 29th Cong., pp. 3 and 4. 
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canal under the control of the leading maritime powers of the 
world and providing for its permanent neutralization through 
international agreement. He contended that such artificial 
channels should be free like straits and other natural bodies of 
water and ought to be held in trust for mankind. Furthermore, 
the spirit of concession and regard for the public opinion of the 
world were strong enough to secure the accomplishment of this 
worthy purpose through the joint action of the great commercial 
powers. Indeed, it was the true policy of the United States to 
unite with other powers in promoting the establishment of means 
for free and unrestricted communication among the nations of 
the world. For her to refuse such coOperation and seek an 
isolated and unsocial policy would prevent the attainment of her 
true destiny.’ 

Although denied the unqualified endorsement of the govern- 
ment, these views and the generous offer of New Grenada were 
the most influential factors in facilitating the conclusion of the 
treaty of 1846. By its terms the United States undertook to 
guarantee efficaciously the neutrality of the isthmus and also 
New Grenada’s rights of property and sovereignty in the same." 
This was a wide departure from the early practice of the United 
States respecting foreign alliances. Yet much of the old opposi- 
tion to such arrangements still remained. Proof of this is found 
in the effort which the government made to show that the treaty 
in question did not, in fact, constitute an alliance. In communi- 
cating the treaty to the Senate the President stated that the 
guarantee only extended to a single province and was not made 
for political but for commercial reasons. The United States 
also had a greater interest in the isthmus than any other power. 
resides, the parties to the treaty were not actuated by any desire 
for exclusive privileges, but wished to secure the right of free 
and equal passage over the isthmus to all nations. Moreover, it 
was confidently expected that England, France, and other lead- 
ing maritime powers would enter into similar agreements with 
New Grenada. Finally, should the United States neglect this 
opportunity, it was probable that other nations would obtain 


1 Sen. Rept. 339, Ist sess. 29th Cong., pp. 2-28. 
® Haswell’s Treaties of the United States, p. 205. 
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exclusive privileges in the transit and thus deprive her of its 
advantages. It was, therefore, incumbent upon the United 
States to ratify the treaty. Yet if the peculiar features of the 
case did not greatly impair or wholly destroy the objections to 
such alliances, then the stipulations should not be entered into no 
matter what their advantages might be.’ 

Although the treaty of 1846 was ratified by the Senate, many, 
including the next administration, looked upon it as establishing 
a dangerous precedent.? Nor was this view repudiated for many 
years thereafter, notwithstanding the added interest in the sub- 
ject of interoceanic communication resulting from the Mexican 
War. That struggle, which came to a close almost simultane- 
ously with the ratification of this treaty, gave to the United 
States a vast region bordering on the Pacific Ocean. It was at 
once recognized by the people of the United States that an 
isthmian transit was essential to the development of that region. 
In fact, there were many who regarded such a communication as 
absolutely necessary for the maintenance of American dominion 
on the Pacific coast.* Accordingly, steps were at once taken 
to secure suitable concessions for the opening of a canal or rail- 
road between the two seas. Mexico was offered a large sum for 
the privilege of opening a sea to sea railroad by way of the 
Isthmus of Tehauntepec.* The offer being refused, attention was 
directed to the route by the San Juan River and Lake Nicaragua. 
Government agents and private companies vied with each other 
in their efforts to secure a concession for a transit by that route. 
But no sooner had a suitable grant been obtained from Nicaragua 
than an unexpected obstacle to the enterprise appeared. Part of 
the route for the proposed transit lay within the territory claimed 
by Great Britain for the Mosquito Indians and that power at 
once gave notice that no infringement of the Mosquito rights 
would be permitted.® Obviously Great Britain was determined 
that the United States should not acquire a monopoly of the 
'Cong. Globe App. 27, p. 252, 
*Sen. Ex. Doc. 97, Ist sess. 32d Cong., p. 12. 

3 Sen. Ex. Doc. 27, 2d sess. 32d Cong., p. 32. 
Dem. Rev., vol. 23, p. 412; vol. 27, p. 537. Whig Rev., vol. 9, p. 332. 


*Sen. Ex. Doc. 97, Ist sess. 32d Cong., pp. 60 and 61. 
5 Sen. Ex. Doc. 27, 2d sess. 32d Cong., p. 20. 
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Nicaragua route. To the popular mind, then intensely jealous 
of England’s motives, it appeared that she was intent upon 
checking the development of the country if not upon destroying 
the integrity of the Union. Under those circumstances the 
government of the United States felt constrained to adopt a defi- 
nite policy respecting the status and control of any isthmian 
transit that might be opened. Moreover, public sentiment 
demanded that whatever else might be true of it, the new policy 
must facilitate the early construction of a transit between the 
two seas. But that necessitated the removing of the obstruction 
to the enterprise which the British protectorate of the Mosquito 
interposed. It was equally imperative that the work should be 
placed upon a basis satisfactory to the leading powers of the 
world; otherwise it would be impossible to secure the necessary 
capital for the undertaking. Finally, whatever else was done, 
American interests, present and prospective, must be conserved. 

In the light of these facts and with a view to meeting the 
requirements of the case, the American policy respecting the 
status and control of isthmian transits was adopted. A cardinal 
principle of that policy was that no American monopoly of the 
transits should be sought or maintained. In short, the govern- 
ment reaffirmed its adherence to the principles to which the 
United States had been more or less definitely committed since 
the issuance of Clay’s instructions in 1826. Although liberally 
inclined toward other nations, that government was determined 
to secure for the United States equal rights with them in the 
use and control of the proposed transits. Moreover, it was a 
fundamental maxim of the American policy that no guarantee of 
sovereignty to any state should be made as the price of a right-of- 
way for a transit. Neither would goveramental countenance be 
given to any project for such a work based upon an assignable 
concession." 

Such was the attitude of the United States respecting the 
isthmian transits when, in 1849, circumstances for the first time 
constrained the government to take an active part in promoting 
the construction of a means of communication between the two 


1 House Ex. Doc. 75, Ist sess. 31st Cong., p. 121. 
Sen. Ex. Doc., rst sess. 32d Cong., vol. 10, p. II. 
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oceans. Negotiations were at once opened with some of the 
Central American States and Great Britain. From the former 
concessions were readily obtained,’ but they were of little value 
so long as the British pretensions regarding Mosquito rights were 
maintained. That such would be the case was early perceived by 
the government and it was for the removal of that obstacle that 
negotiations were opened with the British government. The 
result was the conclusion of the Clayton-Bulwer Treaty in 1850. 
By the terms of that instrument, which professed to set forth 
and fix the views of the two governments respecting a ship- 
canal by the Nicaragua route, both Great Britain and the United 
States were forever bound to abstain from seeking or main- 
taining any exclusive control over the proposed channel, or 
exercising dominion in its vicinity or any part of Central America. 
They also agreed to use their influence in promoting the con- 
struction of the proposed channel and to protect the same when 
completed from .unjust seizure or confiscation. The contracting 
parties also guaranteed the neutrality of the passage and under- 
took to invite all other powers with which they were on friendly 
terms to join in the stipulations for the protection and neutrality 
of the transit. It is also significant that the two countries were 
bound to extend their protection by treaty stipulations to any 
other practicable communications, whether by canal or railroad, 
across the isthmus which connects North and South America.? 

Very soon after the conclusion of this instrument the two 
governments became involved in a bitter controversy regarding 
the true import of some of its provisions. Although this dis- 
pute continued almost without interruption for a decade and 
frequently threatened the peace of the two countries, the govern- 
ment showed no disposition to repudiate the principles upon 
which the treaty was based so far as they related to the control 
of the canal. On the contrary, unqualified adherence to them 
was frequently reaffirmed. Said General Cass, “The United 
States do not seek either the control or exclusive use of these 
1 House Ex. Doc. 75, 1st sess. 31st Cong., pp. 173-180. 
Whig Rev., vol. 12, p. 443. British Blue Book on Cent. Am. Affairs for 


1856, pp. 18 and 19. 
* Sen. Ex. Doc. 47, 2d sess. 48th Cong., pp. 440-444. 
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routes. They desire that the advantages should be common to 
all nations. What the United States want in Central America 
sf is the security and neutrality of the isiteroceanic 
routes which lead through it. This is the desire of the whole 
commercial world. If the principles and policy of the Clayton- 
Bulwer Treaty are carried into effect this object is accomplished.” 
But the unshaken faith of the United States in the soundness of 
its policy is even more conclusively proven by the treaties relating 
to interoceanic communication which the government negotiated 
during this period. These instruments not only did not conflict 
with the provisions of the Clayton-Bulwer Treaty, but embodied 
substantially the same principles. 

Yet it is not to be inferred from this that the bitter contro- 
versy with Great Britain was wholly devoid of influence upon 
the United States. All hope of an early opening of the canal 
being destroyed, interest in a railroad communication naturally 
revived. Owing to its proximity a road by the Tehauntepec 
route had long been desired. As already indicated an unsuccess- 
ful attempt to secure a right-of-way for such a work was made 
in 1848. For a number of years thereafter the government per- 
sisted in its efforts to obtain a suitable concession for a transit 
through that region. Negotiations looking to that end were in 
progress when the Clayton-Bulwer Treaty was concluded in 
1850.2, Substantially the same principles obtained in the pro- 
posals which the United States made to Mexico as were embodied 
in the treaty with Great Britain. This attitude was maintained 
by the United States until sometime after the dispute arose with 
Great Britain respecting the treaty of 1850. But the action of 
that power intensified American suspicions of European motives 
and induced the government to take a more radical stand in oppo- 
sition to foreign control of isthmian transits. Mexico was 
explicitly informed that the United States would never consent 
that a transit by the Tehauntepec route should be placed under 
foreign supervision or control.* 

Thus matters stood till in 1853, when the conclusion of the 
Gadsden Treaty placed citizens of the United States upon an 
™Sen. Ex. Doc. 112, 2d sess. 46th Cong., pp. 116 and 117. 
®?Sen. Ex. Doc. 97, Ist sess. 32d Cong., p. 16. 

3 Tbid., p. 151. 
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equality with those of Mexico or any other nation in the use of 
a transit through Mexican territory. It was also stipulated that 
no interest in the transit should be transferred to any foreign 
power.’ This treaty, however, did not finally set the matter 
at rest. For some years after its conclusion foreign powers tried 
to obtain exclusive privileges in a transit by the Tehauntepec 
route. This called forth a declaration from Secretary of State 
Cass to the effect that the United States would never consent 
that any distinction should be made in favor of foreign citizens 
over those of the United States in the use of a transit by that 
route.* This was in 1857 and was soon followed by a proposal 
that a new treaty should be made giving to the United States 
a perpetual right-of-way across the Isthmus of Tehauntepec, bind- 
ing the two republics to maintain the neutrality of the transit 
and authorizing one or both of them to use force for its protection. 
It also made provision that other nations should be invited to join 
in the guarantee of neutrality for the transit. In connection 
with this proposition General Cass declared that the United 
States did not want the transit for herself, but for all nations. 
Indeed, the time had passed when restrictions of any kind upon 
such a thoroughfare for the benefit of any one nation to the 
prejudice of the rest could be patiently tolerated. He also stated 
that the practice of modern commercial nations, based upon the 
soundest policy, repudiated the idea that any restrictions should 
be made in favor of any particular power on the great avenues 
of international commerce.* 

Sometime previous to the proposal of the above mentioned 
treaty the United States government had been led to make a 
proposition for the more effectual protection of the Panama rail- 
road. This contemplated the establishment of a neutral zone 
twenty miles in width along the line of that road. The actual 
control of this tract was to be given to the municipalities of 
Aspinwall and Panama at its extremities while Colombia was to 
retain nominal sovereignty. All nations were to be permitted 
the use of the road and were also to be invited to join in the 
1 Haswell’s Treaties and Conventions of the United States, p. 697. 


?Sen. Ex. Doc. 72, Ist sess. 35th Cong., p. 46. 
3Sen. Ex. Doc. 72, Ist sess. 35th Cong., pp. 48 and 49. 


‘Ibid., p. 47. 
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guarantee of neutrality for the road and adjoining region.1. The 
project, however, was never carried into execution and, under the 
auspices of the next administration, the government in 1857 
emphatically declined to become a party to the joint guarantee 
of the isthmus. The alleged reasons for this refusal were that 
the United States had already guaranteed the neutrality of the 
isthmus and that it was contrary to her policy to enter into alli- 
ances with foreign powers. Nevertheless, all opposition to other 
nations undertaking to guarantee the neutrality of the isthmus 
was unhesitatingly disclaimed.” 

Obviously the United States attached much importance to an 
interoceanic transit that should be a highway for the world’s 
commerce. Yet it is equally clear that such a thoroughfare was 
not to be purchased at the price of an entangling alliance with 
an European power or a guarantee of sovereignty for a Spanish- 
American state. Nevertheless, the government had long insisted 
that the independence of the Cis-Atlantic republics should be 
respected and full recognition accorded to their rights of 
sovereignty over all transit routes through their territories.* 
On more than one occasion the right of Nicaragua and other 
States of Central America absolutely to refuse permission for 
the opening of a transit through their territories had been 
emphatically asserted by the United States.* Although the 
government rigidly held to these views for a number of years 
the course of events gradually wrought a change of attitude. By 
1858 it was openly proclaimed that the possession of sovereignty 
over the territory traversed by a canal route did not convey the 
right arbitrarily to prevent the opening of a communication or 
even to limit its usefulness by the imposition of unreasonable or 
discriminating restrictions. “Sovereignty,” said General Cass, 
“has its duties as well as its rights and none of these local govern- 
ments . . . would be permitted to close the gates of inter- 
course on the great highways of the world, and justify the act by 
the pretension that these avenues of trade and travel belong to 
them and that they choose to shut them, or what is almost equiva- 

'Sen. Ex. Doc. 112, 2d sess. 46th Cong., p. 24. 
* Sen. Ex. Doc. 112, 2d sess. 42d Cong., pp. 151 and 152. 


3Tbid., p. 111. 
*House Rept. 224, 3d sess. 46th Cong., p. 5. 
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lent encumber them with such unjust regulations as would pre- 
vent their general use.” 

But a change of attitude in this particular was not followed 
by a radical change of American policy as a whole. The govern- 
ment still disclaimed all desire for a monopoly of the isthmian 
transits and insisted that the advantages of such works should 
be equally common to all nations. Yet it was determined that no 
other power should obtain any exclusive privileges in the use 
or control of a communication between the two seas. So jeal- 
ously was the freedom of the transits guarded that a proposition 
to station a small French naval force in Lake Nicaragua during 
the construction of a canal met with the emphatic disapproval of 
the government.” 

Such in general was the policy of the United States in 1858, 
and such, with but slight modifications, it remained till some 
years after the close of the Civil War. Naturally interoceanic 
communication attracted little attention during the continuance 
of that struggle. Nevertheless the events of that period were 
making for a radical change of policy on the part of the United 
States. Indeed, it is highly probable the complications growing 
out of the war and the incidental revelation of European anti- 
pathy for the United States were the most potent factors in 
creating an urgent popular demand for an exclusively American 
control of any transit that might be opened between the two 
oceans. At all events the smoke of battle had hardly cleared 
away before prominent Americans began to urge that steps be 
taken to promote the opening of an interoceanic ship-canal under 
American auspices and control. As early as 1865, General 
Grant began to advocate the careful survey of the isthmus with 
a view to encouraging the opening of an American waterway, 
and the following year he wrote that he regarded it of vast 
political importance to this country that no European power 
should hold such a work.® 

Influenced by these and similar considerations, Congress in 
1866 authorized a thorough survey of the isthmus with a view to 
1Sen. Ex. Doc. 194, 1st sess. 47th Cong., p. 134. 


*Sen. Ex. Doc. 194, 1st sess. 47th Cong., p. 135+ 
8 House Ex. Doc. 107, 2d sess. 47th Cong., p. 30. 
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ascertaining the most feasible route for an ocean-to-ocean canal. 
This work once inaugurated was persisted in for fifteen years 
and resulted in the careful exploration of almost every conceiva- 
ble route.’ 

The following year a treaty was concluded with Nicaragua 
which placed the United States on an equality with that republic 
in the use of any transit across that part of the isthmus. The 
United States guaranteed the neutrality of such transits and 
obtained the right to employ her land and naval forces for the 
protection of the passage.” 

Meanwhile popular sentiment had undergone a radical change 
and now demanded that the United States should break with 
the policy of the past. The government was quick to respond to 
this change of sentiment. By 1868 negotiations were opened 
with Colombia for the express purpose of promoting the con- 
struction of a ship-canal that should be under the control of the 
United States. Secretary of State Seward now boldly asserted 
that the government could not permit a work constructed by it 
or its citizens to be used for the advantage of an enemy or to 
its own prejudice.® 

The result of these negotiations was a treaty signed in 1869. 
That instrument provided for the opening of a waterway across 
the Isthmus of Panama that should be under the control of the 
United States, and expressly stipulated that the troops and ships 
of war belonging to other nations at war should be rigorously 
excluded from the channel. The contracting parties agreed to 
invite other nations to give adherence to the guarantee of 
Colombian sovereignty over the isthmus and of neutrality for 
the transit. Although the treaty was never ratified it is of 
interest in this connection since it marks the first radical departure 
of the government from its time-honored policy respecting the 
status of the interoceanic transits. 

But the attempt to secure a monopoly of control for the United 
States was not to be lightly abandoned. In the negotiations for 
1 House Ex. Doc. 81, 2d sess. 42d Cong. 

* Haswell’s Treaties and Conventions of the United States, pp. 784 and 785. 


’Sen. Ex. Doc. 112, 2d sess. 46th Cong., p. 28. 
*Sen. Ex. Doc. 112, 2d sess. 46th Cong., pp. 36 and 37. 
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another treaty with Colombia which were almost immediately 
begun the United States took a more radical stand in favor of 
an exclusively American control of the proposed canal. Although 
the demand for such a monopoly was a serious and perhaps 
insuperable obstacle to the acquisition of the necessary grant for 
the work, the government persistently refused to treat on other 
terms.’ Indeed, under the circumstances there was nothing else 
for the government to do. So strong was the popular demand 
for an American monopoly of the transit that any arrangement 
admitting foreign nations to a share in the control of the work 
would have aroused the apprehensions of the country and led to 
certain defeat in the Senate. In a word, the United States had 
come to the conclusion that an isthmian canal was an American 
enterprise to be accomplished and controlled by Americans. 

These negotiations finally resulted in the conclusion of another 
treaty with Colombia signed in 1870. By the terms of that con- 
vention the United States was bound to construct a canal across 
the isthmus and guarantee its protection against the hostile 
attacks of other nations. In return the United States was to have 
full possession and control of the channel and also the right to 
erect and maintain the fortifications necessary to protect her 
interests. Nevertheless it was specifically stipulated that the 
proposed canal should be open to all nations except those that 
were at war with one or both of the contracting parties. Both 
governments agreed to secure the adherence of other nations to 
the guarantee of neutrality.” 

Although highly acceptable to the United States, the Colombian 
government refused to ratify this treaty. Thus the second 
attempt on the part of our government to secure a suitable grant 
for a transit under American control ended in failure. But these 
disappointments neither destroyed popular interest in the matter 
or induced the government to seek the codperation of foreign 
nations in building or controlling such works. About two years 
after the signing of this treaty it was openly asserted by Hamil- 
ton Fish in a communication to Congress that it had not been 


1Ibid., p. 46. 
?Sen. Ex. Doc. 112, 2d sess. 46th Cong., pp. 38-45. 
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re] 


the policy of our government to encourage discussion or negotia- 
tion with European powers regarding the control of an isthmian 
canal. On the contrary it had sought to foster the opening of 
such a channel as an enterprise for Americans to undertake and 
carry to a successful completion.!. For a number of years there- 
after this policy was maintained. 

But by 1877 the United States was constrained to abandon, at 
least temporarily, the idea of an exclusively American control 
of the isthmian transits. For a number of years the government 
had relied upon its own individual guarantee of protection and 
neutrality for the canal to attract the necessary capital for the 
construction of that work. But experience had shown this 
expectation to be ill-founded and the government now deter- 
mined to adopt a different course.* That year a treaty was 
proposed to Nicaragua which not only repudiated the idea of an 
American monopoly of interoceanic waterways, but made definite 
provision for joint control by the leading maritime powers of 
the world. Provision was likewise made for an international 
guarantee of neutrality in order that the canal might be free 
to the navigation of all nations. To such as would enter into 
the engagements of the treaty the canal was to be open at all 
times. It is significant, however, that the United States declared 
that she would not be bound by the stipulations of that instrument 
till three or more of the leading maritime powers of Europe had 
given it their adherence.* But the treaty came to nought and 
within a very few years circumstances constrained the United 
States to resume her former policy respecting the control of inter- 
oceanic transits. 

Doubtless the most potent factor in producing this reaction 
was the attempt of a French company to open a canal across the 
Panama isthmus. By many it was feared that the work would 
sooner or later fall into the control of the French government 
and thus become a menace to American interests.* But the 
United States government could not be a silent witness to the 
consummation of an enterprise that jeopardized the interests of 

' House Mis. Doc. 219, 2d sess. 42d Cong. 
* Sen. Ex. Doc. 112, 2d sess. 46th Cong., p. 141. 


3 Sen. Ex. Doc. 112, 2d sess. 46th Cong., pp. 144-149. 
* House Ex. Doc. 1, 3d sess. 46th Cong., vol. 1, pp. 385 and 386. 
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the nation or its subjects. It, therefore, openly proclaimed its 
unqualified opposition to a foreign monopoly of the transit and 
declared for an exclusively American control of the work. The 
formal announcement of this change of attitude was made by 
President Hayes in March, 1880. In a message to Congress he 
declared the policy of this country to be a canal under American 
control. Moreover, the United States could never consent to 
surrender that control to any European power or combination of 
such powers. If existing treaties stood in the way of its realiza- 
tion, steps should be taken to establish that policy by just and 
liberal negotiations.’ Congress received these views with favor 
and at once proceeded to act upon the President’s suggestions. 
The house soon passed a joint resolution calling for the abroga- 
tion of the Clayton-Bulwer Treaty,” which was justly regarded 
as a serious obstacle to the realization of the American policy. 

These sentiments were so fully endorsed by the people that 
Congress at its next session took a much more radical position 
respecting the matter. In the House the Committee on Foreign 
Affairs reported that the construction of a canal across the 
isthmus by an European power or government would be in 
violation of the Monroe Doctrine and could not be sanctioned 
by the United States. Moreover, if a ship-canal were opened at 
Panama or elsewhere the United States would insist that it should 
not be under the control of any European power. Hard upon 
this came a resolution from the Senate Committee on Foreign 
Reiations asserting that the consent of the United States was a 
necessary condition precedent to the opening of a canal or the 
participation of other nations in its use.* 

Meanwhile the government had once more open negotiation 
with Colombia. The result was the conclusion of a treaty which 
secured to the United States practical control of any canal that 
might be opened across the Isthmus of Panama.* The Colom- 
bian government, however, not only rejected it but showed some 

' House Ex. Doc. 112, 2d sess. 46th Cong., pp. 1 and 2. 
? House Rept. 1121, 2d sess. 46th Cong,, p. 7. 

3 House Rept. 224, 3d sess. 46 Cong., p. II. 

‘House Repts., vol. v, d. 1, Ist sess. 47th Cong. 


5 Le canal de Panama, par N. B. Wyse, p. 282. 
Snow’s American Diplomacy, pp. 340 and 341. 
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disposition to invite the powers of Europe in guaranteering her 
sovereignty of the isthmus and the neutrality of any canal that 
might be opened through it. The apprehensions of this country 
were aroused and notice was at once given that such an arrange- 
ment would be regarded as an intrusion into a field where the 
interests of the United States were superior to those of all other 
nations. This followed from the fact that a channel connecting 
the two seas would for all practical purposes constitute a part 
of her internal communication. Consequently an agreement 
among European powers for its control would partake of the 
nature of an alliance against her, and constitute an extension of 
their political system to our shores and a menace to the peace and 
welfare of this country. Such, in brief, was the position of the 
United States respecting the neutralization and control of the 
interoceanic routes through a joint agreement of European 
powers as set forth by Mr. Blaine in his circular letter of June 
24, 1881.! 

Having announced this policy to the world the next step was 
to promote its realization. Naturally attention was first directed 
to securing the modification or abrogation of any treaty engage- 
ments that stood in the way. Accordingly a modification of the 
Clayton-Bulwer Treaty was proposed to the British government. 
This led to a long and spirited controversy regarding the original 
scope and purpose of that instrument; its binding force was 
also called in question by the United States government, while 
that of Great Britain stoutly maintained it. The only important 
result of the controversy was to reveal the utter incompatibility 
of the British and American views respecting the proper status 
for isthmian transits. 

Meanwhile public sentiment in this country had been setting 
more strongly in favor of an exclusively American control of the 
interoceanic highways. In harmony with the popular desire the 
government had undertaken negotiations with Nicaragua with 
a view to securing a suitable concession for the opening of a 
channel that should be under the absolute control of the United 
States. The most notable results of its efforts in that direction 
was the conclusion of the Frelinghuysen-Zavala Treaty in 1884. 


! Foreign Relations for 1881, vol. i, pp. 537-540. 
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By the terms of that instrument the United States acquires the 
right to construct and own a ship-canal between the two oceans. 
She was also to become the joint owner with Nicaragua of a 
tract of territory two and one-half miles wide along the entire 
course of the canal. Besides a perpetual alliance was established 
between the two republics and the United States was placed 
under solemn obligation to maintain the integrity of Nicaraguan 
territory.’ But its provisions were so completely antagonistic 
to the fundamental maxims of American polity that the treaty 
found little favor with the administration which came into power 
while it was pending in the Senate. President Cleveland at once 
withdrew it from that body and thereby originated a govern- 
mental reaction that was to continue for a number of years. 
During that period the government acted upon the theory that a 
ship-canal across the isthmus should be a trust for mankind, free 
from the domination of any single power and shielded from the 
warlike ambitions of all nations. Furthermore, this desideratum 
could only be realized by interesting all the leading powers in 
maintaining the neutrality of the route.* 

The government’s action, however, had very little influence 
with the people; they still clung to the idea that the United 
States should have control of the isthmian transits. This feeling 
was manifested in a variety of ways and ere long became influen- 
tial again with the government. By 1891 Congress was ready to 
give force to the prevailing sentiment. In order to prevent 
foreigners from acquiring a controlling interest in the maritime 
canal a bill was passed guaranteeing the payment of the Canal 
Company’s bonds. The bill also made it possible for the United 
States under contingencies to acquire virtual ownership of the 
canal.* 

For some years after its passage the government adhered to 
the policy of this bill. Various attempts were made to promote 
the construction of an isthmian waterway by lending the public 
credit to private corporations or by making the nation a part 
owner in the enterprise. But as time passed the drift of public 
sentiment in favor of an American monopoly of the transit 

1Colquhoun’s Key to the Pacific, App. III. 


? Foreign Relations, 1885, pp. 5-7. 
Sen. Rept. 1944, 2d sess. 51st Cong., pp. 18 and 19. 
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became more pronounced and this induced the government to 
adopt a different course. Instead of lending assistance to private 
corporations it was proposed that the government should con- 
struct the canal and make owership the basis for a monopoly of 
control. During the last few years numerous bills looking to the 
realization of such a scheme have received more or less attention 
from Congress. These bills have provided for the acquisition of 
a right-of-way for a ship-canal across the isthmus by the Nica- 
ragua route and the construction of such a work at public expense. 
Some of them have also authorized the President to secure the 
abrogation of the Clayton-Bulwer Treaty or its modification to 
such an extent that the United States might construct, own and 
operate the canal under its own exclusive control. The last and 
most notable attempt of this kind is the present Morgan-Hepburn 
Bill which recently passed the House of Representatives. This 
bill authorizes the President to acquire from Costa Rica and 
Nicaragua control of such portions of their territory as may be 
necessary for the construction and defense of a ship-canal across 
the isthmus by that route. The bill also authorizes the President 
to guarantee to those States the use of the canal and the ports 
at its extremities, and appropriates $140,000,000 for the con- 
struction of the work. 

In the meantime negotiations looking toward the modification 
of the Clayton-Bulwer Treaty had been in progress at Washing- 
ton. These resulted in the conclusion of the Hay-Pauncefote 
Treaty signed February of the past year. Under the terms 
of that instrument the United States is authorized to construct 
the canal and provide for its regulation and management. Yet 
the United States is prohibited from erecting any fortifications 
on the canal or the waters commanding it. It is also expressly 
stipulated that the passage shall be neutral and free to all nations 
in time of war as well as in peace. All nations are to be invited 
by the contracting parties to give adherence to the treaty. Thus 
after three-quarters of a century of discussion and negotiation 
the way has been cleared for the United States to construct and 
manage a ship-canal between the two oceans that shall be free 
from fortifications and open to all nations even in time of war. 


IrA D. TRAVIs. 
Salt Lake City. 
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DIRECT TAXES AND THE FEDERAL CONSTITUTION. 
I. 


HIS article proposes for its object an inquiry into the 
probable historical meaning of the words “direct taxes,” 
as used in the constitution of the United States. Its purpose is 
to ascertain what this phrase meant to the men who framed 
the constitution, and established the federal government under 
its provisions. Although it will become necessary to study a 
decision rendered by the Supreme Court in 1796, no further 
attention will be devoted, except incidentally, to the subsequent 
judicial interpretation of the direct tax clause. A satisfactory 
treatment of the simple historical question here presented will 
open a field of investigation sufficiently large for a single essay. 
It can hardly be necessary to advance any arguments in justi- 
fication of the methods of procedure by which this problem will 
be approached. The reader will be asked to dismiss from his 
mind all definitions advanced by nineteenth century economists, 
and to remember simply the distinctions that had been drawn 
between direct and indirect taxes prior to the year 1787. In the 
light of such economic ideas as were prevalent at the time, it is 
proposed to examine all the discussions of taxation that can be 
found in American writings from 1750 to 1800, so far as these 
have come down to us. The writer can not hope that his success 
in finding materials has been so complete that the reader can 
discover no errors of omission. But he believes that a careful 
examination of all the sources of information available in two 
large libraries has left no important opinion, or shade of opinion, 
unrepresented in the mass of data upon which he has based his 
conclusions. 


In a previous article’ the writer has attempted to trace in 
general economic literature the development of the distinction 


between direct and indirect taxes. The germ of such an idea 
was found in incidental expressions used by Bodin in 1579, and 
by a few writers of the seventeenth and eighteenth centuries. 


1 Political Science Quarterly, September, 1898. 
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In the works of these men occur such expressions as “pay taxes 
directly or indirectly,” and the like. It was not until 1758 that 
the physiocrats developed in France a classification of taxes as 
direct and indirect. In Italy, Germany, and England, the dis- 
cussion started by the physiocrats resulted in the general intro- 
duction of these terms into economic literature. In England the 
distinction was first used by Adam Smith in 1776, but it was 
many years before other writers came to adopt such a ter- 
minology. 

It is now necessary to ascertain from what works the men who 
framed our federal constitution acquired their knowledge of the 
terms direct and indirect taxes. We may safely conclude that 
such information must have been secured from English or French 
writers, or from English, French, or Latin editions of books 
written by German or Italian authors. The German language 
was almost unknown in cultivated circles in America as late as 
1813.1 The same is probably true of Italian. Such English 
political writers as Hobbes, Locke, and Hume, were widely 
known; and Petty had probably been read by others beside 
Franklin, who had clearly followed that author’s explanation of 
value. Bodin’s Republic may have been familiar to many, while 
Montesquieu’s great work had been studied most thoroughly by 
nearly all American statesmen.” An examination of the writ- 
ings of the Revolutionary period and of the debates on the con- 
stitution shows numerous citations from Pufendorff’s Law of 
Nature and Nations,® Postlethwayt’s Great Britain’s True Sys- 
tem,* De Witt’s True Interest of Holland,® and Necker’s Admin- 


' For example, in that year George Ticknor set out to learn German. He 
could find no one in Boston able to act as instructor, and had the greatest diffi- 
culty in finding even a German dictionary. Life, Letters, and Journals of George 
Ticknor, i, 11-12 (Boston, 1880). 

® This was quoted in the addresses of the Congress of 1774. Force’s American 
Archives, Fourth Series, i, 930 (Washington, 1837). See Bancroft, History of the 
United States, vi, 211, author’s last revision (New York, 1891). 

3 Works of John Adams, iv, 82 (Boston, 1856); Elliot, Debates on the Consti- 
tution, ii, 454, second edition (Philadelphia, 1836); Writings of Madison, i, 129, 
ii, 240, 243, 248, 251, 372 (Philadelphia, 1867). 

* Dickinson's ‘‘ Farmer's Letters,” American Museum, iv, 463-464 (Philadel- 
phia, 1787-1792). 

’ Life and Correspondence of Rufus King, i, 301 (New York, 1894); Elliot, 
Debates, ii, §5, iii, 131. 
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istration of the Finances of France. Sir James Steuart’s 
Inquiry into the Principles of Political Economy was also a 
familiar treatise, and it was quoted in the discussions which the 
direct tax clause subsequently aroused.2/ We may assume, 
furthermore, that Bielfeld’s /nstitutions Politiques was a familiar 
work with the men who sought with such care historical examples 
and political maxims for use in the great task that lay before 
them. 

The physiocrats, also, were known in this country; and their 
influence may be traced in the writings of Franklin, who had 
come into contact with this school of economists during his first 
visit in Paris in 1767.3 Franklin corresponded with Dupont and 
other physiocrats; and, at the time of the adoption of the con- 
stitution, was discussing with some of them the question of 
American taxation.* References to physiocratic theories may 
be found in the writings of other statesmen of the period.® 

Adam Smith’s Wealth of Nations was probably little read 
until the close of the Revolution. Hamilton is said to have 
written a commentary upon this work as early as 1783.° After 
1785 an increasing number of references to Adam Smith may 
be found in the literature of the period;? while the first American 

1 Elliot, Dedates, ii, 483. 

* Tucker’s edition of ‘‘ Blackstone’s Commentaries,” i, Part I, Appendix, 
232-233 (Philadelphia, 1803). The sections referred to were written prior to 
1796. See also ‘‘ Pendleton’s Observations,” in Bache’s Aurora, Feb. 11, 1796. 

> Wetzel, “ Franklin as an Economist,” Johns Hopkins University Studies in 
Historical and Political Science, xiii, 462-467 (Baltimore, 1895); Elliott, Zariff 
Controversy in the United States, 34-35 (Palo Alto, 1892). 

* Bigelow, Works of Franklin, iv, 194, ix, 384, 400(New York, 1887-1888). The 
last references concern American taxation in1787. In E. Daire’s Ocuvres de Tur- 
got, i, 409-415 (Paris, 1844), there is a fragment on direct and indirect taxation, to 
which there is appended a note by Dupont de Nemours. Here Dupont says 
that this was written by Turgot for Franklin’s benefit at the time when Hamilton, 
the finance minister of the United States, was endeavoring to extend the indirect 
taxes that caused the whiskey rebellion. This statement by Dupont has been 
accepted by a number of writers who have overlooked the fact that Turgot died 
more than eignt years before Hamilton became Secretary of the Treasury. 
Dupont’s statement can hardly pass at its face value. 

° Works of John Adams, iv, 278, 294, viii, 340, 448 ; Lodge, Works of Hamilton, 
i, 266 (New York, 1885-1886); Writings of Madison, i, 422; American Museum; 
i, 16. 

*J. C. Hamilton, History of the Republic, ii, 514 (New York, 1857-1860). 

" Life and Correspondence of King, i, 109; mss. quoted by Bancroft, History of 
the United States, vi, 144; Writings of Madison, i, 146; Works of Franklin, vi, 
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edition of the Wealth of Nations appeared in 1789 in Phila- 
delphia. 

Having thus briefly considered the probable sources from which 
the terms were derived, we must now consider what European 
writers had said prior to 1787 concerning the distinction between 
direct and indirect taxes. For detailed information the reader 
may be referred to the article published by the writer in 1808. 
In brief, the results of this investigation were as follows: 

1. The physiocrats had been the only writers to classify taxes 
formally as direct and indirect. They applied the term direct 
only to taxes falling on the net product of the soil. All other 
taxes, according to their view, were shifted finally onto the 
income derived from land, and were considered indirect. Turgot, 
however, in one of his works stated that there were only three 
possible kinds of imposts: (1) direct upon landed’ property; 
(2) direct upon persons; (3) indirect upon consumption. 

2. Adam Smith, after becoming acquainted with the physio- 
crats, used these terms in his Wealth of Nations. He did not 
classify taxes as direct and indirect, and it is not easy to state 
definitely the exact meaning that he attached to the terms in all 
the passages where they occur. But the idea most commonly 
in Smith’s mind seems to have been that expressed in the follow- 
ing passage, which was subsequently quoted in the United 
States: “The State, not knowing how to tax, directly and propor- 
tionably, the revenue of its subjects, endeavors to tax it indirectly 


72-73, X, 52; Works of Fisher Ames, i, 49 (Boston, 1854); American Museum, v, 
280, xii, 162 ; Ford, Writings of Jefferson, v, 173 (New York, 1892 —); Lodge, 
Works of Hamilton, ii, 258; Writings of Gallatin, i, 75 (Philadelphia, 1879) ; 
3 Dallas Reports, 180; Annals of Congress, First Congress, 1215 (Washington, 
1834). 

1 One of the diverting features of the income tax cases was the attempt of Mr. 
Seward to persuade the court that taxes ‘* sur des fonds” should be translated taxes 
“‘upon the funds,” 7. ¢. upon property in general. Mr. Seward’s Historical 
Argument, 73. This error was repeated in a controversy conducted, through 
the New York Lvening Post, with Prof. Seligman, who had been so unkind 
as to call attention to this obvious mis-translation. Evening Post, March 12, 
13, 15, and 16, 1895. It is true that, even in the seventeenth century, ‘‘ fonds” 
was used in the meaning which Mr. Seward would give it in this passage from 
Turgot. See La Fontaine, Oeuvres, IX, 18. But Turgot in the following para- 
graphs often uses the ‘sur /es terres” as the equivalent of ‘‘ sur les fonds,” 
thus making his meaning perfectly clear. 
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by taxing their expense.’’ This might easily lead to a formal 
classification, in which taxes upon revenue would be called direct, 
and taxes upon consumption would be considered indirect. 

3. Sir James Steuart, who did not use these terms, presented 
a classification of taxes which was subsequently quoted in this 
country. He distinguished between “proportional” and “cumu- 
lative” taxes. The former comprised taxes upon alienation, 
such as customs, excise, and stamp duties; and formed part of 
the prices of commodities, being paid finally by the consumer. 
The latter comprised taxes upon possessions, and were intended 
to affect the payer in such a way that they could not be “drawn 
back,”’ or shifted. After the adoption of the constitution, some 
American writers turned to Steuart’s classification. 

4. The other writers of the seventeenth and eighteenth cen- 
turies that used the terms direct, immediate, directly, or immedi- 
ately, when speaking of taxes, presented no very definite ideas, 
and offered no classifications. But it is worth our while to notice 
two suggestions bearing on this subject, which American states- 
men received from early political writings. One is found in 
Hume’s statement’ that taxes upon consumption “seem, in some 
measure, voluntary; since a man may choose how far he will use 
the commodity which is taxed.’’ Somewhat similar remarks may 
be found in Montesquieu. <A second suggestion is found in the 
statements made by Pufendorff, Montesquieu, Hume, Bielfeld, 
and others, to the effect that taxes upon commodities are paid 
insensibly since they are concealed in the price of merchandise. 
Similar expressions occur, with tedious iteration, in American 
discussions of taxation. 


II. 


It is important for the correct solution of the question proposed 
by this article for us to determine how far the term direct tax 
had come into use in the United States before the date of the 
constitutional convention. If it could be shown that the word 
had a settled and generally recognized meaning prior to that 
time, our task would be greatly simplified. But, unfortunately, 
the facts do not support such a proposition. 


1 David Hume, ‘‘Of Taxes,” 1752. Contained in Zssays, Moral, Politica/, 
and Literary, i, 358 (London, 1882). 
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In an earlier article it was shown that, with the exception of 
a casual remark by Sir William Petty and a single expression 
used by John Locke,’ no suggestion of a distinction between 
direct and indirect taxes seems to have been made by any English 
writer before the time of Adam Smith. The physiocratic 
definition was first advanced in 1758, but nothing was heard of 
it immediately upon this side of the water. Casual remarks in 
the works of Bodin, Montesquieu, and Bielfeld might possibly 
have suggested the distinction, but they do not appear to have 
done so. As nearly as can be ascertained by a careful investiga- 
tion of American writings from 1750 to 1800, the words direct 
and indirect taxes were not used in this country until the close 
of the Revolution. Even then they were seldom used before 
the meeting of the federal convention, and it was not until dis- 
cussion of the constitution began that the terms came into general 
use.* 

Evidence upon this point must now be presented. Prior to 
the controversy over the right of Great Britain to tax the colonies, 
American writers had devoted very little attention to the subject 
of taxation. Upon this topic more can perhaps be found in the 
Summary of the British Settlements by Dr. William Douglass, 
than in any other work written before 1760. Here the author 
discussed the various forms of taxation prevailing in the several 
colonies, and offered suggestions for the improvement of colonial 
tax systems. But he did not attempt to classify taxes, and did 
not use the terms direct and indirect. 

During the controversy over parliamentary taxation there 
appeared a flood of writings, in which this question was dis- 
cussed in all its aspects. A careful reading of the more important 
of these publications fails to disclose anything that resembles the 

' Petty spoke of taxes paid ‘‘insensibly and indirectly,” which was changed 
by a typographical error into ‘‘insensibly and directly.” Locke said that certain 
taxes might not be paid ‘‘ immediately” out of the pocket of the landowner. 

* In the income tax cases the counsel claimed that the terms were ‘* household 
words" in 1787, that a direct tax was understood to mean a tax that fell upon 
property or its owner, while an indirect tax meant one that ultimately fell upon 
some other person than the original payer. Mr. Seward’s Historical Argument, 
18-19. 

° (Boston, 1749, 1751.) 
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distinction between direct and indirect taxes.' If this had been 
generally known at the time, it could not have failed to appear 
in the writings of the leaders in this controversy. A modern 
writer can hardly describe this interesting contest without employ- 
ing such terms.?_ Yet John Dickinson, one of the most skillful 
of the Revolutionary penmen, distinguished between two sorts 
of taxes, one paid by the owner of property, the other paid by 
consumers as a part of the price of commodities; but knew of no 
simple words in which to make such a classification. 

In the course of the war with the mother country, anxiety over 
the continental finances gave rise to discussions of paper money 
and taxation. In these no trace of this distinction can be found 
until the close of the war,* when the words direct and indirect 
taxes appear in a few private letters of the period. Pelatiah 
Webster, in his “Essays upon Free Trade and Finance,” often 
is at a loss for words to convey the ideas which modern writers 
would express readily in these easy terms. But, in 1790, after 
the discussions over the constitution, he readily avails himself of 
these convenient words.® In 1782, Thomas Paine commented at 


'In order to determine this point the following works were read carefully: 
James Otis, Rights of the Colonies (1764), Vindication of the Colonies (1765); 
Dulany’s Considerations on the Propriety of Imposing Taxes (1765); Dickinson’s 
Farmer's Letters (1767-8); Seabury’s Free Thoughts (1774), View of the Contro- 
versy between Great Britain and the Colonies (1774); Hamilton’s Fud/ Vindication 
(1774), The Farmer Refuted (1775); Myles Cooper’s Friendly Address (1774); and 
Joseph Galloway's Candid Examination (1775). The writings of Samuel Adams 
have been examined, so far as they are to be found in Wells’ Zife and Public 
Services of Samuel Adams (Boston, 1865). Also the proceedings of the con- 
gresses of 1765 and 1774 have been read. In England the speeches of Chatham 
and Burke upon American taxation have been examined, with the same result. 

* See John Fiske’s American Revolution, i, 15 (Boston and New York, 1896). 
Senator Sumner, in 1866, describing the speeches of James Otis, puts these 
words into the mouth of the orator, although Otis did not usethem. See Cong. 
Globe, 39 Congress, I. Session, Part I, 678-679. 

3 American Museum, iv, 469. 

* To determine this point, the published writings of the Revolutionary epoch 
have been carefully examined. In some cases, the only materials available 
were letters or addresses contained in published biographies. The list of writers 
whose works were thus read includes the names of Washington, Hamilton, 
Jefferson, Madison, Franklin, Henry, John Adams, Samuel Adams, William 
Livingston, Richard Henry Lee, Arthur Lee, William Lee, Boudinot, King, Jay, 
Gerry, Sherman, Reed, Witherspoon, Webster, and Paine, 

® Political Essays, 340 (Philadelphia, 1791). 

30 




















; 
: 
; 
| 
. 





446 Yale Review. | Feb. 


length upon a passage from a French work, in which the author 
had spoken of England’s right to tax the colonies “directly or 
indirectly.” But these words seemed to have no special meaning 
to him, and he does not make use of a similar expression until 
1792.' 

But a different, and somewhat singular, use of the terms direct 
and indirect in regard to taxes now claims our attention. In 
1754, Governor Shirley submitted to Franklin a plan of colonial 
union, in which parliamentary taxation of America was prac- 
tically authorized. Franklin replied in letters which finally were 
published in 1766 in the London Chronicle.* In these he objected 
strenuously to taxation of the colonies by parliament. Among 
other things, he urged that the Navigation Acts, which regulated 
American trade in the interest of England, obliged the colonists 
to pay “secondary taxes” to the mother country. In view of this 
fact he considered that it would be “as unnecessary as grievous” 
to oblige Americans “to pay immediate heavy taxes.” Frank- 
lin’s idea was that the regulation of American trade burdened 
the colonies for the benefit of English merchants, and that this 
was really a roundabout or indirect way of taxing America. He 
objected to the proposal that parliament should, in addition, 
impose taxes immediately upon the colonists. 

This argument of Franklin’s was repeated many times during 
the controversy with Great Britain.? In 1765 Samuel Adams 
referred to the subject.* In opposition to the stamp tax, he con- 
tended that Great Britain was already taxing the colonies 
sufficiently. She obliged them to carry their principal products 
to her own shores, and to take British goods in exchange, con- 
forming “to her price both in buying and selling.” This he 
considered “‘an indirect tax.”” The stamp duties would be “actual 
direct taxes,” and should not be imposed. In_ resolutions 

Conway, Writinzs of Thomas Paine, ii, 72, 484, 495 (New York, 1894-1896). 

2See Gordon’s History of the United States, i, 130-131 (London, 1788); 
Sparks, Works of Franklin, iii, 56-57 (Boston 1840); Bigelow, Works of 
Franklin, ii, 376, 382. 

3 See the petition to parliament drawn up by the congress of 1765, in American 
Museum, iv, 90; Daniel Dulany, Comstderations on the Propriety of Imposing 
Taxes in the British Colonies, 74; Correspondence and Public Papers of John Jay, 
i, 226 (New York, 1890-1893); Elliot, Debates, v, 32. 

4 Life and Public Services of Samuel Adams, i, 83. 
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drafted by Adams, at about this time, similar considerations are 
advanced. These statements make it clear that the words direct 
and indirect were used with reference to the direct or indirect 
exercise of parliament’s power to draw money from the colonies. 
Adams calls stamp duties direct because they were imposed as a 
direct and unconcealed attempt to tax America. If he had had 
any technical classification in mind, he would have called these 
duties indirect taxes. 

In 1774, Franklin, referring to the duties that parliament had 
endeavored to levy upon glass, paper, tea, and other imports, 
mentioned the burdens imposed by the Navigation Acts. He 
said that the colonists “saw that by this indirect mode it was in 
the power of Britain to burthen them as much as by any direct 
tax.” At about the same time, John Adams quoted these 
expressions of Franklin. The same thought is found in Robert- 
son’s History of America,* where it is stated that “Spain and 
Portugal are the only European powers who derive a direct 
revenue from their colonies.’ Later, David Ramsay referred to 
the stamp duties as “direct internal taxes, laid by authority” of 
parliament. Nothing like the classification of taxes as direct 
can be found in these expressions, in which stamp duties are called 
a direct exercise of the taxing power of Great Britain. 

We must now study the occasional references to the distinction 
between direct and indirect taxes which are to be found in the 
writings of the six years preceding the constitutional convention. 
In 1782, in his Continentalist, Hamilton had considered the 
theory that all taxes are ultimately borne by the land owner. He 
did not use the terms direct and indirect in this connection, but 
did speak® of revenues drawn “immediately” from the land. In 
the same year, R. R. Livingston wrote to Adams:* “It is 

1 Wells, Life of Samuel Adams, i, 157. See True Sentiments of America, 18, 
68, 76, published by Almon (London, 1768). 
* Bigelow, Works of Franklin, v, 324-325. 


3 Works of John Adams, iv, 20. 

4W. Robertson, History of America (London 1777). See iii, 173, of the 
edition of 1824. 

5 History of the American Revolution, 47, 51 (Philadelphia, 1789). 

® Lodge, Works of Hamilton, i, 266. 

‘Sparks, Diplomatic Correspondence of the American Revolution, vii, 5 (Boston, 
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extremely difficult in a country so little used to taxes as ours is 
to levy them directly.” This is the first instance that the writer 
has been able to discover in which an American made use of such 
aterm. Ina case of this sort it is proverbially difficult to estab- 
lish a universal negative; but it is believed that the use of this 
distinction cannot be traced to a period much earlier than 1782. 

Early in 1783, James Wilson, in Congress, spoke’ of the 
“direct manner in which taxes in this country had been laid.” 
In 1785 and 1786, similar terms can be found in letters of 
Madison and King.? In Massachusetts, a law of November 17, 
1786, imposing an excise duty upon carriages, declared, in its 
preamble, that it was advisable “to ease the people as much as 
possible of direct taxation.” 

In January, 1787, Hamilton,* in his speech in the New York 
Assembly, used the expression “indirect taxation.” In a letter 
written in June of the same year, Theodore Sedgwick dwelt upon 
“the burdens of direct taxation.”* A writer in the American 
Museum for the same month used a similar expression.> In the 
federal convention, Gouverneur Morris introduced his proposition 
relating to direct taxation upon the twelfth of July. A fortnight 
before that date, Hugh Williamson had stated that it would be 
difficult for Congress to “exercise direct taxation.”® Williamson 
contributed to the August number of the American Museum’ an 
article in which he explained the difference between direct and 
indirect taxes. We have no means of determining whether this 
article was written before or after the discussion of Morris’ 
proposition. 

We may conclude, then, that the words direct and indirect 
taxes were gradually coming into use at the time when the 
federal convention met. In view of the fact that this was the 
time when Hamilton and many others had begun to study care- 

1 Elliot, Debates, v, 32. 

° Writings of James Madison, i, 149, 226, 266; Life and Correspondence of 
Rufus King, i, 190. 

’ Lodge, Works of Hamilton, ii, 40. 

*In Life and Correspondence of King, i, 224. 

5 American Museum, i, 432. 


* Elliot, Dedates, i, 459. 
1 American Museum, ii, 122. 
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fully the great work of Adam Smith, it is probable that many 
American statesmen had adopted these terms from the lVcalth 
of Nations. But the writings of the physiocrats were also well 
known in this country, and it is probable that these may have 
furnished another source of information. Yet no American 
writer, with the possible exception of Williamson,’ had 
endeavored to define exactly these words that have proved so 
convenient, and so troublesome, in economic terminology. This 
was not strange, since Adam Smith had not undertaken to define 
his terms, or to classify taxes as direct and indirect. The only 
available definition and classification was to be found in the 
works of Turgot and other writers of the French School. Under 
such circumstances it will not be strange that subsequent Ameri- 
can discussions showed considerable doubt and difference of 
opinion concerning the exact meaning of the words direct taxes. 


1 See his article in the number of the American Museum for August, 1787. 
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The Minnesota Primary Election Law. The people of 
Minneapolis have nominated for the first time under a primary 
election law their candidates for city and county offices. The results 
of this election, together with the possible modification of political 
conditions produced by it, make the law of great interest to the 
people of the State and the citizens of municipalities in all parts 
of the country. 

In 1899 the legislature passed an act granting to counties of two 
hundred thousand inhabitants, or over, the right to nominate by 
ballot the candidates for political offices. The law required the 
circulation of a petition by each candidate which must be signed 
by five hundred or more persons and accompanied, when filed in 
the office of the city clerk, by ten dollars to meet the expense of 
publishing the ballots. From these petitions the lists of candidates 
were made for each party ticket. No restrictions were placed upon 
the voter other than those necessary for the working of the law. 
Inclination determined party affiliation. 

The only county in the State coming under the scope of the new 
primary act was Hennepin County, in which Minneapolis is situated. 
For the sake of convenience the primary election was held on the 
first day of registration for the November elections. The canvass 
for office prior to the election was energetic and sharp. On the 
Republican ticket the names of seventy-eight candidates appeared 
for the twenty offices; the Democratic ticket was not quite so well 
represented. In a number of cases, particularly those of Mayor 
and Alderman, candidates appeared who were not regarded as safe 
men by the best people of the city. In fact, about the mayoralty 
centered a contest that was very important to the city. A former 
Mayor who favored a wide-open policy in relation to the saloons and 
gambling houses, a business man, and a member of the Board of 
Education were the three contestants for the Republican nomination. 
On the Democratic ticket the present Mayor of the city and a former 
State Senator were the candidates. The Republican voters nomi- 
nated the gentleman favoring the wide-open policy, while the Demo- 
crats named the present holder of the office as their candidate. It 
may safely be said that no convention would have named the Repub- 
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lican candidate. This situation may be explained by the fact that 
many Democrats voted for the Republican candidate. The test of 
this statement is found in the large preponderance of the Republican 
vote for Mayor over that of any other office, while the Democratic 
vote was correspondingly small. The law did not provide for any 
party test, and as a consequence it is suspected that many Democrats 
voted for Republican candidates in order to nominate a man who 
was sure to lose votes and in that way help their own candidate. 
Here is the weakness of the law. 

On the other hand, the failure of the Republicans to select the 
best man for Mayor was more than offset by the defeat of three 
Aldermen who belonged to the old council combine. The result 
of the primary election was a surprise to the politicians. In nearly 
every case the man who held the office was renominated regardless 
of prophecies to the contrary. This is explained by the fact that 
the man in the office has a hold on the people increased by the 
prestige of the office. The uninformed voter goes on the supposi- 
tion that he must be a good man and therefore ought to be retained 
in his position. The vote for the uncontested offices was less than 
5 per cent. of the vote for Mayor in some of the precincts. Many 
tickets were also cast on which only the names of candidates for 
principal offices were marked. This was due partly to indifference 
and partly to a lack of knowledge concerning the candidates, but 
the majority of the voters marked their ballots with discrimination. 

Before the law went into operation many statements were made 
concerning what seemed to be a ponderous machine. The election 
went off smoothly and without friction. The vote cast was larger 
than that of the last general election, indicating that the people 
were pleased to have the opportunity to select their own candidates. 
It remains to be seen, however, whether the best men will declare 
themselves candidates for the different offices. It is certain that 
the politicians will have to codperate in presenting men widely 
known and capable, otherwise the people will choose the man who 
holds the office. This may remedy the danger just referred to. 

The other cities in the State have watched with great interest the 
outcome of the law. Already the people of St. Paui are urging their 
representatives to vote for an amendment providing for the extension 
of the law to counties of 150,000 inhabitants. It is not likely the 
law will be repealed at the next legislature, but some amendments 
will undoubtedly be offered to test party affiliation and prevent the 
abuse of the law which occurred in the Minneapolis mayoralty 
contest. 
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Taken zi! in all, the law is an advance over the convention system, 
not necessarily in the mere selection of candidates, but in political 
training and individual responsibility of citizenship. 

FRANK L, MC VEY. 


University of Minnesota. 


The Census of Cuba. We have received from the Government 
Printing Office the “Report on the Census of Cuba, 1899.” 
This is a census of Cubans by Cubans, all the supervisors and 
enumerators being residents of the island. It was, however, planned 
and managed by Victor H. Olmsted, under the direction of Inspec- 
tor-General Sanger of the War Department. Aside from its statis- 
tical tables, the report contains a good deal of matter of general 
interest, such as a sketch of the geography, mineral resources, 
climate, flora, fauna, history, government and population of Cuba; 
an account of the various sources of water supply and methods of 
disposal of garbage and excreta in the island; a bibliography ; and 
above eighty pictorial illustrations. Some of the more important 
facts brought out are the following: The population, October 16, 
1899, was 1,572,797, of which 57.8 per cent. was native white, 9 
per cent. native foreign, 32 per cent. negro and mixed, and less 
than 1 per cent. Chinese. A probable loss of population since the 
beginning of the recent war is reported, of 200,000 persons. The 
province of Habana is about as densely populated as is Connecticut, 
and that of Puerto Principe as the State of Texas: 47.1 per cent. 
of the population live in towns of 1,000 inhabitants and upwards. 
The average age of the people is a year less than in the United States, 
and two and a half years more than in Porto Rico. There is an 
extraordinary deficiency of children under five years of age, pre- 
sumably a result of the war and of the Spanish policy of reconcen- 
tration. As in the United States, the proportion of negroes to 
whites has steadily, though slowly, diminished since importation 
from Africa ceased. Unfortunately, no comparative showing of 
the birth-rate and death-rate of the two races is given, nor of the 
several diseases to which each is more exposed. Statistics relating 
to marriage and the family in Cuba are specially difficult to gather 
and interpret, because Spanish law neither recognized common-law 
marriage nor granted divorce. The facts are, however, that in 
Cuba 24.7 per cent. of the population over fifteen years of age are 
“married,” as compared with 55.3 per cent. in the United States, 
legal marriage being more than three times as common among 
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whites as among blacks. There are one-half as many persons 
cohabiting “by mutual consent” as there are living in lawful wedlock 
—the number of such “consentual unions” actually exceeding the 
number of marriages in a fifth part of the municipal districts. Of 
the population above ten years of age, 57 per cent. are unable to 
read, while of those between five and seventeen years of age, only 
15.7 per cent. attend school. It is obvious that these facts have 
some bearing on the fitness of the Cubans for self-government on 
the one hand, and for American citizenship on the other. 


Industrial Centralization in Sweden. The history of the 
Swedish dairy industries affords another illustration of the inevit- 
able modern tendency toward centralization of production.' This 
industry was of some importance in the earlier centuries, but first 
emerged into an independent status after the Napoleonic wars. Its 
earlier stages of advance were at the expense of the formerly all- 
important agriculture; American grain, using cheapened means of 
transportation, was making short work of European competition, 
and in Sweden the population fell back upon cattle-raising, in con- 
nection with which they carried on a domestic dairy industry. For 
a considerable period, however, Sweden was unable to produce for 
export. 

In the sixties efforts were made to disseminate scientific knowledge 
and to introduce better processes, and were crowned with consider- 
able success. At the same time methods of refrigeration came into 
use and prospects were opened to the industry as never before. 
During this period it took on still more of the character of a separate 
and independent business and many establishments were founded 
which depended upon a transported supply of milk. Butter, the 
chief product, for the first time appeared as an important article 
of export. In 1860 a few thousand pounds were exported; but by 
1864 the figure had risen to 579,900 pounds, after satisfaction of the 
domestic demand. 

During the next decade the process went on still more rapidly; 
the total export for 1879 was about 10,219,000 pounds. This 
period was marked by the establishment of numerous “skimming- 
stations”; the product was enlarged by avoidance of waste and the 
sphere of action of the industry widened. The eighties brought 


1 Svenska mejerihandteringens utveckling och smortillverkningens centralisering, 
af mejerikonsulenten K. F. Lunden. Notice by Nils Engstrém, in ‘‘ Ekonomisk 
Tidskvift,” Haft. 10, 1900. 
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still other revolutions in industrial processes, machinery was intro- 
duced and the railroads provided speedier transport. Dairies sprang 
up all over the country and the industry entered the foreign field 
with more vigor. In 1889, 32,340,000 pounds of butter were 
exported. The total export for the decade was over 220,000,000 
pounds of a value of about $57,105,000. This rose to 411,400,000 
pounds (value $90,990,000) for the years 1891-1900; 1896 was the 
high-water mark, with an export of 54,340,000 pounds. During the 
nineties butter rose to the second place among Swedish articles of 
export; the production of cheese, though important, was dwarfed 
beside it. 

The prosperity of the eighties brought its abuses. Inexperienced 
entrepreneurs got command of capital and multiplied plants; and, 
as usual, they fell into a murderous competition. This resulted 
in careless use of by-products, hasty and inefficient methods and 
great loss to investors. Worse still, the quality of the product 
deteriorated and its well-deserved reputation seemed to be com- 
promised. The industry was driven into the hands of larger and 
more efficient companies, under whose management economy of 
material was effected. Technical aid was employed, transportation 
was improved and the product was carefully tested and kept up to 
the proper quality. 

The Swedes fear competition, and to judge by the author of 
the present treatise are far from confident concerning the future 
state of the dairy-industry. They are not sure that another period 
of internal competition and deterioration may not ensue, and since 
the quality of the product constitutes its chief claim upon the market, 
they apprehend grave results if the grade is lowered. Australian 
competition causes them some alarm, as does that of Canada, the 
United States and Argentina. Ireland, however, is regarded with 
most concern; it is nearer the chief market (England) and numbers 
among its dairy-industries many under Swedish direction. The 
Swedes feel that they cannot long enjoy their present high profits, 
for during the last two decades the price of their product has 
steadily declined. 

To maintain their standard of profits the cost of the raw material 
must be reduced; this implies selection of cattle and a wider applica- 
tion of scientific method. Other desiderata suggest themselves, all 
of which appear under the familiar form of economies of centralized 
production. Producers covet Denmark’s frequent and more con- 
venient transport facilities by sea, lower railroad rates, etc. In 
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short, everything points to the conclusion that the industry must 
centralize. 

The proper application of this system of centralization is suggested 
by the author, in conformity with the character of land and industry. 
Conditions are different from our own in some details, but it is 
certain that Sweden has been drawn into the current of modern 
business methods and industrial development, in spite of her com- 


parative economic isolation. 
A. G. KELLER. 
Yale University. 


The Ibero-American Conference. This congress, convened 
in Madrid, November 10, 1900, marks still another effort of the Latin 
nations toward consolidation and resistance to the on-swelling tide 
of Germanic, and especially Anglo-Saxon, aggression. A large 
attendance was secured owing to the presence of many Central and 
South American delegates at the Paris Exposition. All the Latin- 
American states except Bolivia, together with Portugal, were offi- 
cially represented. The object of the conference was to exchange 
ideas, do away with animosities, establish genial relations,—in short, 
to take the first tentative steps towards Iberian solidarization. 
Spain repudiated her traditional régime toward the colonies, and the 
latter found her former shortcomings not hard to forgive. 

The delegates divided into committees for the consideration of 
the several subjects before the congress. The committee on arbitra- 
tion voted for the establishment of permanent obligatory arbitration, 
allowing no exceptions. Debates on the subjects of jurisprudence 
and legislation, sciences, arts and letters, and education led to reso- 
lutions favoring harmonization of civil, penal and administrative 
codes, guarantees of authors’ and inventors’ rights, the spread of 
inventions and other advantages (especially among the Iberian 
races), the maintenance of the Spanish language in its pure form, 
unification of educational methods, etc. The committee on public 
economy favored the establishment of a central junta of emigration 
which should look out for the interests of the emigrants. 

Other committees, deliberating on commerce, transportation, 
banks and credit, and expositions, returned resolutions supporting 
reciprocal commercial treaties, establishment of better transporta- 
tion facilities, docks and ports, lower customs-tariffs and freight- 
rates, an exclusively Spanish-American cable, monetary unity under 
the superintendence of an Hispano-American bank, advanced 
exchange-facilities and permanent Ibero-American expositions in the 






































456 Yale Review. [Feb. 


aid of commerce. The committee on the press advocated press- 
associations, removal of hindrances to the free international circu- 
lation of literature, etc. 

The author of the very temperate and judicious article from which 
the above data are taken,’ Professor Adolfo Posada, says the best 
effect of the conference is that the Spaniards have been compelled 
to give attention to the Americans—to realize that such affiliated 
states really exist. Though the conference was due to the initiative 
of an association of a private character, “la Union Iberoameri- 
cana,” its sessions seem to have exercised a decided influence 
toward the formation of a sentiment of Ibero-American unity. The 
utterances of the delegates, particularly those of Sefior Sierra, a 
Mexican delegate, display strong feeling for the preservation of 
Iberian racial ideas and habitudes, as well as warm affection for 
the unfortunate mother country. Stress certainly has caused all 
the Latin nations to draw together and to look upon each other 
more fraternally. The conflict of races seems about to succeed 


the conflict of nations. 
A. G. KELLER. 


Yale University. 


1** El Congreso Hispanoamericano,” por Adolfo Posada. La Espaia Mo- 
derna, Diciembre 1900 (Afio 12°, tomo 144, pp. 120-38). 





BOOK REVIEWS. 


The Peace Conference at The Hague and its bearings on Inter- 
national Law and Policy. By Frederick W. Holls, D.C.L. New 
York: Macmillan Co., 1900. 


La Conference de la Paix. Par G. de Lapradelle. Paris: A. 
Pedone, 1900. 


These two accounts of the proceedings of the Hague Conference 
of 1899, differ diametrically in their judgments of it and of its 
value. 

Mr. Holls in his preface “frankly avows his conviction that the 
Peace Conference accomplished a great and glorious result, not only 
in the humanizing of warfare and the codification of the laws of 
war, but above all in the promulgation of the Magna Charta of 
International Law, the binding together of the civilized powers in a 
federation for Justice, and the establishment of a permanent Inter- 
national Court of Arbitration.” 

On the other hand, Professor de Lapradelle, closing his volume 
with various estimates of the value of the work done at the Hague, 
writes thus, “A vigorous thinker, A. Schaeffle, has uttered in 
regard to the Hague Conference a severe sentence, parturiunt 
montes; you know the rest. Harsh as this judgment is, it is 
perhaps nearest of all to the truth. The next conference will profit 
by it. For me, I say with M. de Staal ‘wait for the harvest.’ ”’ 

Mr. Holls’ hopeful spirit is entirely natural, for he shared in a 
conspicuous and useful way, in the deliberations of the Conference. 
It does not prevent his giving a resumé of the proceedings, how- 
ever, which appears sufficiently fair and unbiased, and is in the 
highest degree interesting. He makes clear some matters which 
have been commonly misunderstood. 

Take the action of the Committee on the humanizing of war, in 
its prohibition of the dumdum bullet for instance, an action opposed 
by the British and American members. These two maintained that 
a bullet whose metal jacket left a trifle of the lead tip unsupported, 
that it might mushroom upon contact, was entirely consistent with 
the rules of the St. Petersburg convention of 1868, which forbade 
weapons “which uselessly aggravate the sufferings of disabled men 
or render their deaths inevitable.” 
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Moreover, they asserted that the ordinary small calibre military 
cartridge fully jacketed did not necessarily have the effect of putting 
a man struck by it, hors du combat. In wars with uncivilized 
warriors this had been repeatedly proven. They offered an amend- 
ment to the resolution therefore, which was less sweeping in its 
prohibition, and argued cogently for it. Much to their surprise, 
however, the amendment was not put to vote, since neither chairman 
nor committee would admit that by parliamentary usage an amend- 
ment was entitled to consideration prior to final action on the 
original motion. 

The number of proposals brought before this same committee 
which failed of adoption was considerable. One forbade the future 
use in war of powder stronger than any already employed. Another 
prohibited explosive shells in field artillery. Others forbade new 
high explosives, field guns better than the present, a change in the 


type of musket. 
The use of explosives from balloons was forbidden, however, 


for a limited time. 

In naval war likewise, there were many rules proposed tending 
to make war more ladylike, which found no favor, such as the 
prohibition of diving torpedo boats, of rams on warships, of thicker 
armor, of guns increased in size or with higher initial velocity. 

Captain Mahan even opposed the prohibition of projectiles filled 
with asphyxiating gases, on grounds which to the ordinary mind, 
do not appear conclusive. 

Mr. Holls deprecates criticism of the complete failure of the 
disarmament movement, still it is a fact that both the Czar’s notes 
mentioned this as an object of the Conference: that in committee 
the proposals aimed not at a decrease, but only at preventing an 
increase of soldiers, budgets, and so on; and that even this proved 
quite unattainable. 

In contrast to this failure should be set the real achievements of 
a code of rules to govern land warfare, and of the extension of the 
Geneva rules to naval combat. These last have since been incor- 
porated into the naval war code of the United States. 

Upon the rules governing land warfare, we have no space to 
comment here, though it is a most interesting theme. They are 
founded upon the Brussels code of 1874, which had never been 
adopted, are enlightened and explicit, introduce some new and 
excellent features into the rules of war, and have been ratified by 


nearly all the powers represented. 
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These rules governing the conduct of war, represent one of the 
tendencies of our time, to minimize the evils of war by making its 
processes more humane and its rules more exact and uniform. The 
United States proposal to exempt all innocent private property at 
sea from capture, was in line with this tendency, but could only 
secure reference to a subsequent conference. The Arbitration 
Treaty represents the ideal of that other, more numerous wing of 
the humanitarians who have paid their attention to war, which 
desires not so much to soften the rigors of war as to provide a 
substitute for it. 

All the world knows what was done at the Hague, in this matter 
of arbitration, but the real significance of the action may be easily 
exaggerated and misundertood. There is no compulsory reference 
of even a limited class of questions: there is no real change in 
the present system of arbitrating cases specially agreed upon. The 
feature added at the Hague is that of machinery to make the present 
system simpler, easier, more effective. With this were wrapped up 
a quantity of international processes, some old, some new, which 
may or more prabably may not, prove efficacious. 

Such were the resort to mediation, the offer of mediation, media- 
tion through seconds and commissions of inquiry. Whether this 
arbitration convention is likely to prove a substitute for war or 
merely a substitute for diplomacy, is a question which Mr. Holls 
argues rather warmly, but into which we need not enter here. 
That the arbitration agreement is of the highest value in the progress 
of nations, as well as in the history of Internation Law, may be 
well argued on two grounds at least. It lays down a presumption 
of the peaceful settlement of disputes between nations; and the 
decisions of the judges appointed under it are likely in time to 
furnish a body of law which will be capable .of codification. 

But little has been said of the character and quality of Mr. Holls’ 
history of the Hague Conference, losing sight of his workmanship 
somewhat in the extraordinary interest of the proceedings which he 
describes. Probably he would ask for no higher praise. The 
appendix contains the French text of the Conventions with an 
English translation, the Declarations adopted by the Conference, 
an account of the Grotius celebration in which Mr. White so 
admirably participated, and reports of the United States Commis- 
sion as a whole and of its members individually, treating of the work 
of their committees. The spirit which pervades the whole book, 
of hopefulness and of enthusiasm, is so full of generous feeling that 
one is carried away by it. It was the spirit of the Conference 
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itself. “At the beginning of the Conference,” writes the author, 
“the members themselves were affected by the prevalent scepticism, 
suspicion and discouragement. It was, however, most interesting 
to observe how from week to week and almost from day to day, 
this feeling gave way to a spirit of hope, of mutual confidence and 
of pride at participating in what was at once a great consummation 
and an auspicious beginning.” 

Turn now to Professor de Lapradelle’s book for the other point 
of view, the critical, not the hopeful one. To him the delegates 
seemed bound by the ties of national interest, yet also constrained 
by the obligation of courtesy to the Czar, the patron of the Confer- 
ence. Thus they must seem to do something while really doing 
little. What they did accomplish surprised him. 

He emphasizes the efforts made to carry some plan of disarma- 
ment and their failure. Thus disarmament was pared down to an 
agreement not to increase armament and effectives, military and 
naval, for a short period. The objections to this were partly indi- 
vidual, partly of a general character. Individual, as in the case of 
Sweden, whose military system, two hundred years old, could not 
afford even five years delay in revision. General, for instance the 
denial that the number of effectives is a fair test of the military 
strength of a country, since the degree of public training, the shape 
and situation of the country, the number of fortified places, all have 
their bearing upon the question. Besides these two classes of 
objections, distrust of the Russ pervaded all. 

The final result of this particular movement was the vote that 
“the limitation of military expenditure, which weighs heavily on the 
world, is highly desirable for the increase in the material and moral 
well being of humanity.” A sentiment which M. de Lapradelle 
characterizes fairly enough as a “polite formula for the Czar, a 
species of vague and platonic condolence.” 

The Russian delegates skilfully turned the attention of the com- 
mittee away from this failure to another set of topics, those relating 
to the humanization of war. Where these had practical value, says 
the author, they were doomed to failure. Only the sterile rules 
could be passed. Thus balloons never had been used for the dis- 
charge of explosives, they were not capable of direction, therefore 
for five years at least they could safely be prohibited. So with 
the asphyxiating gas question. Since it was improbable that pro- 
jectiles filled with such substance would be invented and used, all 
the delegates but two agreed to forbid them. The dumdum discus- 
sion aroused the antagonism of the British delegates, was carried 
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in spite of strenuous opposition, and was valueless in the author’s 
opinion, since both Great Britain and the United States failed to 
subscribe to the rule. 

The taking up of the laws of war for discussion at the Hague, 
is considered by Prof. de Lapradelle a diplomatic device of Russia 
to save face in view of the possible failure of disarmament and 
arbitration. Into the discussion of the extension of the Geneva 
rules to naval war and of the rules of land warfare, he goes at 
great length, finding much to criticize in detail, and little to be 
thankful for. This seems ungracious. There are omissions in the 
code, there are perhaps, blemishes in it. But in the main it is good, 
and the mere fact that any code has been adopted is of immense 
value. This our author totally loses sight of. 

And yet he can see into a millstone farther than most men and 
in the Mediation-Arbitration discussion is at his keenest. It was a 
mass of intrigue where two groups of states were ever struggling, 
the one desirous of using the mediation machinery to secure influence 
and create a role, the other fearful of this danger. Amongst the 
former stands the United States, in the author’s mind, aiming at 
control of its continent, none of the other American republics but 
Mexico having a representation at the Hague out of deference, 
thus giving it a free hand. With the latter he classes Germany, 
who “confiante dans la puissance de ses armes, imbue des ideés 
les plus absolues,” for independent reasons, distrusted a system 
which tended to make states equal before the law. 

Selfish reasons, not the promptings of humanity, thus dictated this 
convention like the others. And so unlike most critics who see in 
mediation too little, Prof. de Lapradelle sees in it too much, the 
mandate of intervention, in spite of the disclaimer in its terms. 

The commissions of inquiry are similarly suspicious. The small 
states, according to our author, saw in them only “un moyen pour 
les grand Etats de s’immiscer dans leurs affaires et de leur imposer 
leurs volontés.” 

The final topic relates to arbitration. Here again is found a 
paring down of the ideal. General compulsory arbitration, says the 
author, seemed to the delegates a dream not yet to be realized. The 
compulsory reference of limited classes of cases even was unaccepta- 
ble, for whatever the classification, national susceptibilities were 
involved and aroused. There remained the plan of a permanent 
court to hear cases purely at the option of the litigants. The scheme 
worked out, is not to the author’s liking. He would have preferred 

31 











462 Yale Review. [ Feb. 


one judge from each state, instead of four, but thinks such a court 
would have had too much authority and independence to suit its 
creators. Moreover, he cannot conceive how litigant powers can 
agree in picking a panel of judges out of this big list. It is an 
imperfect and sterile system. 

So too, with the arbitral procedure, which if properly arranged, 
would have had real value. And the failure to permit the adherence 
of non-represented states, was the greatest shame of all. The 
United States had kept out the other American states, for sake of 
control. England had kept out the Transvaal for fear of having to 
arbitrate. Italy had kept out the Pope, not recognizing his temporal 
sovereignty. Should these be permitted to accede! Alas! the 
conference could not agree, and the question was reserved for future 
action. Everything was sacrificed to the desire for an “entente” 
and this is one more peg en which our by this time somewhat 
embittered and hopeless author hangs his diatribes. 

And so we shut his volume with a sigh of relief, and close our 
minds to over ingenious fault finding, and turn our eyes away to 
the far horizon, where the shadowy images of law and justice and 
morality, international, are dimly visible amid the clouds. 

T. S. WOOLSEY. 


Yale University. 


A Dividend to Labor—a study of Employers’ Welfare Institutions. 
By Nicholas Paine Gilman. Boston, Houghton, Mifflin & Co., 


1899. Crown 8vo, $1.75. 


After an interval of ten years since the publication of his first 
important contribution to the subject under the title “Profit Shar- 
ing,’ Mr. Nicholas Paine Gilman continues his services to capital 
and labor in a volume entitled “A Dividend to Labor.” The 
somewhat ambiguous sub-title calls it “A Study of Employers 
Welfare Institutions.” It appears upon examination to be in fact 
a full and fairly accurate study of the institutions, both direct and 
indirect, set up by employers for the welfare of their work-people. 
It is not, however, a revelation of the methods by which employers 
have, in some instances, sought to promote their own welfare. 
Doubtless a very interesting book might be written upon this side 
of the question. 

Mr. Gilman tells us in his preface, that his practical aim has been 
to present the facts relating to indirect dividends to labor, in “a 
necessarily incomplete view of welfare institutions in Europe and 
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America. . . in such a way as to incite other intelligent and 
successful employers of labor to go and do likewise.” His main 
motive in writing is stated thus: “I trust that this book may serve 
to increase the deeper consciousness of kind, that more truly human 
sympathy between employers and employed, of which such a divi- 
dend (to labor) can be but an imperfect expression.” 

Part I of the present volume sets forth in general terms the scope 
and duties of the modern employer, further exemplified by a graphic 
sketch of the early and successful portion of Robert Owen’s remark- 
able career. As the admission is freely made that Mr. Owen’s 
later experiments were too idealistic and for this and other reasons 
proved sadly disappointing, one is led to wonder why a better 
example was not chosen—one which, at least, did not end in dis- 
aster. The brilliancy of Owen’s rapid rise to fame and his wide 
sphere of influence were due to an intimate knowledge of and a 
complete devotion to the then novel problems of factory life. 
Whether the idealism, which afterwards developed into socialism 
and wrecked his fortunes, should not be credited with his early 
success, or some part of it, is perhaps open to question. It would 
certainly have been desirable to choose as an instance of the success 
of the profit-sharing idea an example wholly free from the social- 
istic spirit so often and prominently connected with the name of 
Robert Owen. However, one thing certainly Owen stood for, 
repeatedly emphasized by our present author; he believed in per- 
sonal contact with the people he employed, as absolutely essential 
in bringing about the objects he had in view. As Mr. Gilman well 
puts it—“‘Welfare institutions are good, I repeat, but the individual 
workingman is not himself an institution, and he is not satisfied to 
be treated abstractly, as if he were a formula.” In other words, 
Mr. Owen recognized that workingmen were human beings like 
himself and must be credited with the qualities and attributes which 
he himself possessed. So far certainly Owen furnishes an excellent 
example and our author discreetly pursues the subject no further. 

In Part II is presented a “body of sifted facts for the informa- 
tion of all persons interested in the study of labor questions.” A 
reading of this will surprise the employer unfamiliar with the sub- 
ject in many ways. It will probably seem incomprehensible to 
Americans that work-people should be found willing to enter into 
the conditions of many of the welfare institutions so fully described, 
especially those in Germany and France and other continental coun- 
tries, and even to glory in conditions which would probably be con- 
sidered objectionable in this country. Indeed, it is hard to imagine 
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that some of these plans could be made to work in America, even in a 
preliminary way, for lack of material. But it is upon the profit- 
sharing features of the relation of capital to labor that Mr. Gilman 
lays most stress, and very properly, for it is in this direction that 
the greatest advances have been made, and it is through this means 
that the American instances have proved conclusively the fitness of 
profit sharing to certain American conditions. Hence Part III is 
devoted to what is practically a revision of Mr. Gilman’s former 
treatise on profit sharing. It is not a record of constant successes 
that is here given. Many firms have failed to find the expected 
advantage, and so have dropped out; others have taken their places, 
but upon the whole the increase in number of instances of profit 
sharing in ten years has been marked. One can see a real advance 
in the strength of the movement as a whole, out of proportion to 
the number of cases, even though the plan seems to be waning some- 
what in America. 

A comparative statement as between the years 1889 and 1899 is 
here given. It must be borne in mind, however, that the separate 
instances of profit sharing should be reckoned quantitatively 
as well as numerically, for one firm may include more codperators 
(profit sharers) than the next ten firms on the list. The compari- 
son here given is, therefore, only superficial. Mr. Gilman’s lists, 
as they are now presented, in revised form, show France leading 
the world in the number of profit-sharing firms, as she did ten years 
ago, now closely followed by Great Britain, which, in turn, but at 
a long interval, is followed by Germany. This list does not appear 
in Mr. Gilman’s book anywhere as here summed up, but a careful 
count has been made and the figures show the footings of Mr. 
Gilman’s lists. 


Instances of Profit Sharing in 1899 in 1889 
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RI TOONDIEG, 0 idcncessacccsece 04 8 
Ee scocccdnkadcadenaeneas 39 18 
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RE re ee 14 10 
DE patel wcecae cman pean aaewadalis 8 I 
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It must also be noted that our author disclaims accuracy. 

In fact, the error of including those who have ceased to share 
profits exists as well as its opposite, the omission of those who are 
practicing profit sharing. It is, of course, very difficult to compile 
complete lists upon this subject, and an examination of the lists 
given reveals the somewhat singular modesty which prevents some 
English employers from giving their names; as, for example, we 
read in the list of the British Empire that A. B., a manufacturer 
in the Midlands, established a profit-sharing system in 1889; C. D. 
did likewise in 1890, but refused to tell what his business was. 
And there are other instances of this peculiarity, all, however, 
occurring in the British lists. Such modesty cannot be alleged 
against the American employers, for their names are given in full 
with their occupations. The fact that the British list is now 
four times as large as the American, seems to prove that the idea 
of profit sharing has made no progress in America, for in 1889 
the United States had over three times the number of profit-sharing 
firms found in England. 

Some deductiens are obvious. Amongst others, perhaps the one 
which would be admitted with the least discussion, is the almost 
axiomatic statement that the greater the intelligence of the work- 
people the greater the success of any plan of profit sharing. This 
seems to be proved clearly enough by the success which has uni- 
formly met efforts to distribute a dividend to the upper ranks of labor. 
As against this statement it will be urged at once, that American 
workmen are more intelligent than German or French workmen, 
who readily submit to paternalism, sometimes in very aggravated 
forms; and yet, as we have seen, American employers have not 
adopted the system of profit sharing as freely as employers of either 
of the other countries named. That there are good reasons why 
Americans have not advanced further along this path, seems highly 
probable. It would be most interesting to know what these reasons 
are. 

A very valuable appendix, perhaps the most useful and suggestive 
part of the book, is given, in which sundry cases are set forth where 
profit sharing in the United States has been abandoned. In more 
than one instance a misapplication of education appears to be alleged 
as the reason for abandoning the system; that is to say, certain 
communities have been found where participation in profits was 
rendered impracticable, because of the presence of numbers of social 
marauders passing themselves off under the name of “solicitors at 
law,” who induced such misbehavior as to cause the withdrawal of 
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the plan. As a matter of fact, education has here changed footpads 
into lawyers who have bestowed such persistent attention, in certain 
cases, to undermining the confidence of workmen employed in profit- 
sharing institutions, as to practically cancel the benefits expected, 
at least for the time. It is to be hoped that this represents merely 
a temporary phase of development. If we may believe the instances 
cited, it certainly illustrates the truth of the old adage, “a little 
knowledge is a dangerous thing.” And it goes even further than 
this, for in this matter it is a perversion of knowledge which causes 
the difficulty. These pettifoggers have been trained by the very 
society they infest, to get the better of the best efforts of the law- 
makers, and while breaking laws themselves to so skilfully avoid the 
danger line as to incur no legal penalty. The last named causes of 
failure are but briefly alluded to by Mr. Gilman. They have, how- 
ever, come under my personal observation. 

Mr. Gilman’s summing up frankly states his belief that socialism 
“will not work, and better plans, more modest in promise and more 
effective in result, will come to the front,” and he expresses his 
firm conviction that “no method has yet been devised for rendering 
the whole force of an industrial establishment—physical, mental, 
' moral—more powerful and productive than this simple plan of mak- 
. ing all the agents—capital, business-talent, labor—partners in the 
hi profits.” 

' A careful and excellent bibliography is added in appendix IV, 
ii covering the interval of time since 1889. 

7 The book deserves a wider reading than it is likely to get. It is 
i painstaking, candid and free from bias. Employers and workers 
would alike be benefited by reading it. The problems of the wage- 
earner are to-day the problems of the nation. An equitable division 
of the earnings of labor and capital is the real question at issue. 
; They who successfully solve it fairly to all, whether by patronal 
\ institutions, or by profit-sharing direct, or by whatever plan, will 
deserve the reward they are sure to receive, and will be rightly 
honored by grateful generations yet unborn. Profit sharing in the 
United States may have received the severe rebuff indicated by the 
tables; it is nevertheless clear that reckoning the whole industrial 
world, substantial advance has been made in the last ten years. If 
America is to keep pace with her competitors in the world’s pro- 
ductive industries, she must use all fair means to help her on. We 
cannot believe that American intelligence will continue to neglect 
so potent a factor in industrial peace as profit sharing has been 
found to be by our acute and well equipped rivals in every field 
of effort. ROWLAND G. HAZARD. 
Peacedale, R. I. 
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Essays on The Monetary History of the United States. By Charles 
J. Bullock, Ph.D., Assistant Professor of Economics in Williams 
College. New York, The Macmillan Co., 1900 (The Citizen’s 
Library Series )—8vo, x, 273 pp. 


The monetary history of the United States has been approached 
from various directions. One writer emphasizes the origin and 
history of American coins; another, the part the banks of issue have 
played in determining the character of our currency. Professor 
Bullock’s treatment is more comprehensive, and aims to be a history 
of American paper currency. His point of view is, of course, not 
original; nor is this collection of essays more than a beginning in 
the direction indicated. But, as far as it goes, the book is a distinct 
advance on any similar compilation of Colonial and Revolutionary 
legislation. In conciseness of treatment and clearness of analysis 
the book is a model of its kind. 

The story of American paper currency, as the writer tells it, 
centers about the fact that the early settlers of this country dis- 
carded gold and silver for other forms of capital which were of 
more direct benefit to them in opening up a new country. What 
little capital there was existed in the shape of implements and sup- 
plies, and whatever coin was minted or imported soon left the 
country in exchange for the more useful forms of capital. Specie 
being thus effectively excluded from the currency, the way was 
opened to the issue of a paper currency, which seemed to supply 
an alluringly cheap medium of exchange. 

The author has brought together in a small compass the essen- 
tials of the history of Colonial currencies, including the Revolu- 
tionary issues, and has extended the story in rough outline to the 
present time. Much of the ground has already been gone over by 
others, but by none more satisfactorily. Separate chapters on the 
Colonial issues of New Hampshire and North Carolina are valuable 
contributions to the subject. Otherwise the book deals with more 
familiar topics: the Colonial legal tender laws and their motives; 
legislation against discrimination in favor of specie, against mono- 
polies and every form of speculation based on the derangement of 
prices; the nature of the speculation resulting from the over-issue 
of notes; government note issue and taxation; paper money in 
politics and the debtor interests; the continuation of the paper 
money craze under the guise of the silver agitation. A fuller 
enumeration of topics covered is unnecessary. Those indicated 
characterize the breadth and the view-point of the book. 
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Die Gewerkschaftsbewegung. Darstellung der gewerkschaftlichen 
Organization der Arbeiter und der Arbeitgeber aller Lander. 
Von W. Kulemann, Landgerichtsrat. Jena, Gustav Fischer, 1goo. 


This book of 730 pages was written with the view of condensing 
into a single volume the essential facts bearing upon the movement 
toward association, both among employés and employers, in its 
various aspects. It applies to Germany especially, but in a more 
general way treats of the labor unions and industrial and commercial 
syndicates of all countries occupied by European peoples. 

The greater portion is taken up with a descriptive presentation 
of the main features of trades union movements. After sketching 
the rise and development of unionism in other countries, a more 
detailed account is given of the different kinds of socialist organiza- 
tions, trades societies, associations of public servants, railway 
employés unions, tradesmen’s societies, and associations of employés 
formed on confessional bases, including Evangelical, Roman Catholic 
and Christian socialist groups, in which are principally represented 
textile workers, metal workers, masons, waiters, clerks and clock 
makers. 

The international relations existing among the principal national 

unions are briefly described, making altogether a fairly clear and 
yet comprehensive survey of so large a subject—the union move- 
ment from the laborers’ standpoint. 
The second part of the subject, treating of employers’ unions, 
covers a field in which Germany has seen signal developments. 
Here the self-protective impulse of the investor and employer has 
developed a variety of syndicates, industrial and commercial, of 
1 which the well known coal syndicate is typical. The author gives 
prominence to the syndicates represented in the mining industries, 
the metal industries, brewing, textile industries and in the engineer- 
ing and building trades. Those industries in which handwork still 
prevails, such as wood-working, are briefly considered, as are 
agricultural unions. A final part of the book is devoted to the 
consideration of organizations of a more mixed class such as the 
German book printers’ association, the Swiss horological federation, 
the English trades alliance and the French syndicats mixtes, all of 
a voluntary character; associations which are incorporated, such as 
insurance and other beneficiary societies, are described briefly from 
the standpoint of German and Austrian experience. 

The author has rendered a helpful service, especially for German 
readers, in bringing together in so limited a space the gist of the 
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experience of so many different peoples. The index is a good one, 
and materially increases the usefulness of the book. The authorities 
consulted seem, however, to be rather meagre, and, as indicated by 
the references, they are not very recent. For example, not an 
original American authority is referred to in the chapter relating 
to the United States. Three books by German authors, dated 
respectively 1879, 1886 and 1890, an English author’s book on the 
United States, and one review of an American book by a German 
periodical, seem to comprise the sources relied upon for presenting 
our contribution to this comprehensive movement. The book, never- 
theless, should serve well the popular purpose for which it was 


evidently intended. 
JOHN FRANKLIN CROWELL. 


Washington, D. C. 


The Referendum in America, together with some chapters on the 
History of the Initiative and other phases of popular government 
in the United States. By Ellis Paxson Oberholzer, Ph.D. New 
York: Scribner’s Sons, 19g00—430 pp. 


Dr. Oberholzer’s earlier essays on law-making by popular vote in 
the United States had revealed to American scholars the wide 
extent to which, in their own country, the practice of direct legisla- 
tion had attained. The present essay is entirely rewritten and very 
largely extended, and certain chapters are added. Altogether, it 
constitutes an exhaustive and authentic account of everything in 
American politics which tends towards direct participation of the 
voters themselves in legislation, and the addition of a complete index 
makes it a wholly satisfactory handbook on the subject. 

The first half of the book is devoted to constitution-making, and 
herein the author follows closely the work of Judge Jameson, 
although making himself, as elsewhere, familiar with the original 
sources. The first two chapters, containing a comparison of the work 
of John Adams and Benjamin Franklin in framing the constitutions 
of Massachusetts and Pennsylvania, furnish an interesting introduc- 
tion to the general subject. The lesson drawn from these experi- 
ences is that the popular features in Franklin’s government were 
so inconsistent with the representative principle, that after a few 
years of trial, Pennsylvania turned to the more aristocratic model 
set by Adams in Massachusetts. At the same time, the develop- 
ment of one hundred and twenty years has been gradually returning 
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to the ideal set by Franklin, although in a different form, namely, 
the participation of the people, not in a meddlesome interference 
with the legislature, but in constitutional restrictions on the legisla- 
ture established by popular vote. 

Besides constitutional amendments, the author describes in great 
detail the movement in all the States towards direct legislation in 
the two fields,—statutes of general operation and bills affecting 
local government. In the former field, not much is to be said, but 
in the latter is required nearly one-half the space of the book. 
This includes the local referendum on the scope and form of local 
government; on loan bills and financial proposals; on local option 
liquor laws, and “vexed” questions; on city charters. Finally, a 
chapter is added on the Initiative, which the author finds is not an 
importation from Switzerland, but had been gradually introduced 
on many local questions long before the corresponding practice in 
Switzerland was known to Americans. Yet the Swiss form of the 
Initiative is now creating a new extension of the same principle, 
as is shown by the laws adopted since the time when Oberholzer 
first wrote on the subject, ten years ago. 

The author has given only what may be called the formal side 
of the referendum in America; he has told us everything as to its 
gradual introduction and the extent to which it has reached. He 
has not attempted to describe its workings nor to pass judgment 
upon its merits. 

JOHN R. COMMONS. 

New York. 


The History of Colonization, from the eariiest times to the present 
day. By Henry C. Morris. New York: The Macmillan Co., 


1900, 2 vols., pp. xxiv, 459, 383. 


It is the aim of these volumes to bring within reach of the ordinary 
reader the results of the studies which have been made on nearly 
all phases of colonization. The need of a work of this scope has 
long been urgent. Payne’s excellent little book on “European Col- 
onies” was written twenty-five years ago, before the recent important 
development of the modern colonial systems took place, and, besides, 
Payne gave a disproportionate share of attention to the later history 
of the revolted Spanish colonies. Lucas’s “Introduction to the His- 
torical Geography of the British Colonies,” admirable review though 
it is of the whole subject, is too brief to be other than an introduction. 
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Accordingly, it is with unusual interest that one turns to the work 
of Mr. Morris. 

There is possibly some surprise at the discovery that, although 
his serious interest in the history of colonies dates only from the 
Spanish war, he has undertaken the comprehensive task of dealing 
with the whole subject, from the days of Tyre to the latest seizure 
in China. His use of authorities excites distrust. It was not to 
be expected that he should go much to the original sources, but the 
references to secondary works show scarcely any consciousness of 
the different value of books. The same weight is given to the latest 
popularizer, to anonymous articles in the “Annual Cyclopaedia,” as 
to Leroy-Beaulieu and to Roscher. Names of books are thrown 
together indiscriminately in the footnotes, although their statements 
are not each based on an independent source. One of the authorities 
cited repeatedly is Cantu, “Istoria Universale,” a brilliant but unreli- 
able work, first published in 1837. Just how such a work came to 
be an authority on colonial history is not suggested. It is quoted, 
for example, upon the “Culture System in Java.” Money’s “Java, 
or How to Manage a Colony,” is also treated as an authority, 
although Dr. Clive Day showed in this Review a year ago that it was 
untrustworthy. Mr. Morris knows the book only through Ireland’s 
account of it in his “Tropical Colonization.” 

An adequate treatment of the history of colonization is beset by 
peculiar difficulties, arising out of the complexity of the subject. 
There is no experiment in administration, no problem of trade or 
finance that has not been illustrated in this phase of the development 
of civilization. The subject has little natural unity. Many of its 
incidents gain their significance from their relation to the con- 
temporanous history of Europe. It can become intelligible only if 
the larger lines of change and progress are kept constantly in sight. 
The reader is searching for a book after the manner of Seeley’s 
“Expansion of England,” a book which shall illumine the subject; 
instead of this he finds a series of loosely constructed encyclopaedia 
articles, treating the earlier phases of the subject with much detail, 
and the later period in a fragmentary way, and often by statistical 
tables. One could gain hardly a notion of the great change that 
came over colonial systems between 1750 and 1850. 

The very complexity of the subject should suggest that it is 
dangerous to sum up so diverse an experience into a set of “General 
Principles,” and yet this is what Mr. Morris has done in his pre- 
liminary chapter. One of his most lucid conclusions is as follows: 
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“Political economists lay down the rule that the language and laws 
of state and colony must be uniform. This question is of special 
import when the land to be colonized is already inhabited by a race 
somewhat above the level of barbarism. It means, then, that much 
greater energies must be put forth to supplant the existing statutes, 
dialects, and customs by new ideas of justice, a different tongue, and 
reformed manners, than would be required to train minds undrilled 
in any school. . . . Whatever be the degree of intellectual 
advancement in the dependency, its native citizens must be taught 
to respect the institutions of their protectors.” It would be difficult 
to find anywhere a more naive attempt to raise to the dignity of a 
fundamental principle the stupid and cruel policy of complete benev- 
olent assimilation, a policy which intelligent statesmen long ago 
repudiated. Many of the other “Principles” are less dangerous, but 
in another way they are more surprising. For example: “The soil 
of the colony must be new, it must be fallow to the ploughshare ; 
forests should exist and rivers be plentiful; fish and game should be 
unlimited . . .  salubrious latitudes, free from fevers and pest- 
ilences, are the most easily colonized.” “Thrift is the necessary 
complement of activity; afar from his fatherland and friends, the 
colonist must accumulate for his old age and for the support of his 
family . . . Without these intrinsic qualifications on the part 
of their founders, outposts will never grow into towns; public 
improvements will never be constructed . . . not to mention 
any of the other durable, material, social and intellectual institutions 
which are to be generated in a nascent colony.” How all this 
illumines the imagination! 

The body of the work does not reveal a mastery of details. The 
author seems to be at the mercy of his authorities. For example, 
on page 260, relying upon a statement in Hume’s “Spain,” he says, 
“The establishment of the colonies gave a strong impetus to industry. 
To supply with manufactured products these new markets aroused 
the greatest energy throughout Spain. Not only sailors on the sea 
found steady employment, but workmen in every department felt 
the influence of the American demand.” But on page 265, from 
Zimmerman and Leroy-Beaulieu, he explains that the Spaniards 
“commenced to disdain industry. Those engaged in manufactures 
were said to be employed in ‘low and base occupations.’” The same 
failure to understand his authorities has led to confusing remarks 
about the “New Laws” of Charles V. and about the treatment of 
the natives. The revolt of the Spanish colonies is misconceived. 
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They did not seize “the opportunity which they had evidently been 
long and expectantly awaiting”; they were faithful to the cause of 
the deposed Ferdinand VII, until the stupidity of the Spanish juntas 
destroyed their loyalty to Spain. 

For such reasons this work is disappointing, and doubly so, for 
it is not a happy task to criticize unfavorably the results of well- 


intentioned, painstaking effort. 
HENRY E. BOURNE. 


Western Reserve University. 
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RECENT LITERATURE. 


The student of social problems is likely to find the discussion of 
the Outlook in Missions the most suggestive portion of Dr. William 
Newton Clarke’s “Study of Christian Missions.” (Chas. Scribner’s 
Sons, New York.) 

The foreign missionary is on trial before the educated classes in 
the Western World, where an account of the practical and visible 
results of a completed century of missions is distinctly demanded. 
It is perhaps less obvious to the lay reader than it is to the author 
that the frank criticism and diminishing contributions of the age are 
due to its warlike ambitions and worldly living. At a time when 
sentiment counts for less in the affairs of life than at any period of 
modern history, it is not unnatural that even good men should ask 
for the reckoning, for a trial balance in the best sustained effort of 
Christianity since the rise of Islam. It is not the decadence of 
spirituality in Protestant countries: it is its extraordinary continu- 
ance during a hundred years of preliminary and experimental effort 
in exotic climes among peoples for the most part grossly misunder- 
stood, that is the really surprising feature in the missionary record. 
If the missionary and his board will submit to the same business 
standards by which a secular world estimates and approves such 
organizations as the Salvation Army and the Young Men’s Christian 
Association, there will be no failure in funds for the future. Dr. 
Clarke’s volume is admirable in its wise and temperate tone in dis- 
cussing a question of the very highest cultural and economic import- 
ance. In its way nothing better has been written since Lawrence’s 
“Modern Missions in the East,” a classic on the subject which 
appeared six years ago. Its only defect is in the limitation involved 
in the author’s plan, which addresses the missionary and his sup- 
porters rather than the wider audience of those who would willingly 
be convinced by full discussion of the effective administration of 
enormous sums of money and educational establishments carried on 
in distant and difficult countries. 

The significance of environment upon the evolution of political 
institutions is made the subject of an elaborate speculation by 
Giacomo Pagano in his “Le Forme di Governo e la loro Evolusione 
Popolare.” (Tipografia Editrice, “Lo Statuto,” Palermo, 2 vols.) 
It is to be regretted, however, that the author has enveloped a few 
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valuable ideas in a mass of phrases, which bewilder rather than 
instruct the reader. If he could have sacrificed his ideal of com- 
pleteness to the extent of omitting the speculations about “sidereal 
environment” and other equally intangible phenomena and restricted 
himself to a rigorous analysis of the influence of physical and social 
environment, he would have produced a much better as well as a 
much smaller book. The best part of his work is in the second 
volume. 

The essays in Mr. Alfred Russell Wallace’s two volumes of 
“Studies Scientific and Social” (The Macmillan Co., New York) 
comprise his contributions to the periodicals for thirty years on a 
wide range of subjects in natural and social science. The politi- 
cal and social studies are mainly in the second volume and are 
devoted to practical questions in public finance, land reform, social 
progress, education, and public and private ethics. Of especial 
immediate interest are the papers on White Men in the Tropics; 
How to Civilize Savages; The Causes of War and the Remedies; 
Temperate Forest Regions. 

Extended comment on such work as Mr. E. C. Stedman’s admirable 
American Anthology (Boston: Houghton, Mifflin & Co.) will not be 
looked for in a technical periodical. Yet it is perhaps not devoid 
of interest to students of social questions to remark the very slight 
degree in which social struggles or problems have inspired good 
poetry in America. The slavery question alone seems to have struck 
deeply enough to compel such utterance. One can hardly believe 
that the song of the new century will be so confined to the expression 
of individual moods or of aesthetic appreciation of nature, art, and 
of historic memories. 

Professor J. Shield Nicholson’s “Treatise on Money and Essays 
on Monetary Problems” has appeared in a fifth edition (London: 
A. & C. Black; New York: Macmillan). It differs but slightly 
from the former editions which have appeared since the first in 
1888. An appendix is added which contains the familiar monetary 
statistics, and a very concise review of recent currency legislation 
in Japan, in the United States and in India. It is to be regretted 
that the author has not discussed in full the striking monetary 
changes in India, which one would have expected from the great 
attention he has given to the bimetallic controversy. 

F. L. Hoffman’s “History of the Prudential Insurance Company, 
1875-1900 (The Prudential Insurance Co., Newark, N. J.) was 
prepared as part of the company’s exhibit at Paris during the past 
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year. As a history of that company’s growth it gives an insight 
into the internal organization of a most complicated business enter- 
prise, its growth and success in overcoming difficulties. The book 
is also interesting as dwelling upon thrift among the working classes. 
The essential elements of industrial insurance as now practiced are 
clearly brought out,—the fixed premium purchasing an amount of 
insurance varying with the age of the insured, the weekly house- 
to-house collection, the generous provisions of re-instatement after 
lapse, and the absolutely immediate payment of claims. Of more 
technical interest are the discussion of the lapse problem, the classi- 
fication of deaths by occupation and the like. On the latter point 
any data the insurance companies see proper to publish are of the 
greatest importance. 

One of the most recent issues in the series of Temple Primers 
is an admirably clear sketch of International Law, by F. E. Smith 
(The Macmillan Co., New York). It is provided with a list of 
authorities and of leading cases. 

The survey of our foreign relations which ex-Secretary John 
W. Foster has given in his “Century of American Diplomacy” 
(Boston: Houghton, Mifflin & Co.) will appeal to the general 
reader rather than to students. The space at the author’s command 
and apparently the time at his disposal forbade detailed investiga- 
tion and discussion, and he has been content to provide a clear and 
readable narrative of the facts accessible in the general histories. 
That the author has not kept abreast of the latest knowledge in 
this field is evident in his discussion of the Genet episode, the 
Louisiana purchase, the John Henry affair, the opening and closing 
of the Mexican war. On page 316, in following Rhodes, he repeats 
the error of dating the elections to the 30th Congress after the 
victories of the Mexican war. In the chapter on the Civil war, the 
indebtedness to Rhodes in the text and notes is more than would be 
suspected from the occasional references. On page 345, the reader 
would be led to suppose, in accordance with a prevalent error, that 
the Ostend ‘‘manifesto” was made public at the time of its adoption 
by its authors. Some other minor errors might be noticed. 

As a whole, however, Mr. Foster’s book may be heartily com- 
mended as a successful attempt to provide an interesting and well 
balanced account of our foreign relations from the Declaration of 
Independence to the end of Grant’s administration. 

The new and revised edition of Prof. J. P. Gordy’s “History of 
Political Parties in the United States” (Henry Holt & Co., New 
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York) may be cordially commended as a valuable contribution to 
the literature of American politics. We believe it would have been 
wiser to call it a History of American Politics, for such it is and as 
such it promises to be the best general work of its scope available 
for students and teachers. While availing himself of the help of 
the best secondary authorities, Prof. Gordy has conscientiously 
studied the original documents and his narrative everywhere shows 
the evidence of his own thought. If in the future volumes he gives 
equal attention to foreign affairs, his work will be a convenient 
manual of our diplomatic history. One or two points suggest criti- 
cism. The account of Genet, page 179, contains some serious errors, 
and in discussing his mission to the United States, Prof. Gordy has 
not availed himself of the new material brought to light by the MSS. 
Commission of the American Historical Association. Genet had 
not revolutionized Geneva nor annexed it to the French republic. 
That annexation did not take place until Genet had been in the 
United States five years. Again it seems to us inappropriate to call 
the high Federalists radicals (page 368). They were the “extreme 
right” in American politics and represented a reactionary con- 
servatism, while the word radical connates innovation or a complete 
cutting loose from the traditions of the past. This first volume 
covers the period from 1783 to the end of Jefferson’s administration, 
and the work will be completed in four volumes. 

In Mr. John M. Taylor’s “Roger Ludlow, the Colonial Lawmaker” 
(G. P. Putnam’s Sons, New York) will be found a painstaking 
collection of all that is known of Roger Ludlow, who is supposed 
to have drafted the first constitution of Connecticut, and who drew 
up the Code of 1650. Mr. Taylor’s method, however, indicates a 
lack of training in historical research. 

A timely republication is that of Professor Alfred Rambaud’s 
essays on the “Expansion of Russia’ (The International Monthly, 
Burlington, Vt.) The earlier part is almost too condensed to be 
easily assimilated. Of more immediate interest to-day are the 
chapters on the Colonization of Siberia and the Means and Methods 
of Russian Expansion. An absolute government and an assimilative 
population without religious or race prejudices simplify for Russia 
some of the phases of expansion most iene to the more 
sophisticated western nations. 

By the use of thinner paper and narrower margins, the two 
volumes of Professor C. M. Andrews’s “Historical Development of 
Modern Europe” (G. P. Putnam’s Sons, New York) have been 
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reissued in a convenient single volume. For students who are 
looking for a clear exposition of the political evolution of the leading 
states of Europe from the French Revolution to the present day, 
this book may be recommended as presenting the results attained in 
their respective fields by the leading historians of France, Germany 
and Italy. 

The convenient and serviceable collection of Representative 
British Orations, edited sixteen years ago by Charles Kendall 
Adams, has been reissued by the publishers (G. P. Putnam’s Sons, 
New York) with an additional volume under the editorial care of 
John Alden. In the new volume place is found for one speech each 
from O’Connell, Palmerston, Lowe, and Rosebery, and for two 
short ones by Joseph Chamberlain. The earlier edition was almost 
wholly devoted to the period since 1765, and this preponderance of 
the modern is greatly increased in the new issue. Mr. Alden’s 
introduction and notes will prove helpful to the reader, although his 
enthusiastic tribute to Justin McCarthy’s “History of Our Own 
Times” as his main source of information does not inspire confidence 
in the range of his studies. Such a reference as that on page 277, 
“The National Biographer says,” etc., shows the hand of the novice. 

Two conspicuously admirable biographies have been added to the 
series of “Heroes of the Nations” (G. P. Putnam’s Sons, New 
York). In both Mr. Firth’s “Cromwell” and Mr. Perkins’s “Riche- 
lieu,” we have subjects of abiding interest treated by writers of rare 
qualifications. Mr. Firth has given more attention to Cromwell's 
colonial policy than preceding biographers and the results of his 
own researches into the history of the army, of Cromwell’s battles 
and of the political radicalism of the time are succinctly presented. 
Mr. Perkins in his Richelieu has not confined himself to narrow 
bounds, but has given a general picture of the economic and political 
condition of France in the age of Richelieu, which is among the 
best accessible to the English reader. Both volumes are illustrated 
from contemporary portraits and engravings. 
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x° Plusieurs articles de fond; 2° des analyses et comptes rendus des nouveaux ouvrages 
philosophiques frangais et étrangers ; 3° un compte rendu aussi complet que possible des pud/ica- 
tions périodigues de |'étranger pour tout ce qui concerne la philosophie; 4° des notes, documents. 
observations pouvant servir de matériaux ou donner lieu 4 des vues nouvelles, 
Prix d’abonnement : 
Un an, pour Paris, 30 fr.—Pour les départements et I’étranger, 33 fr. 
La livraison, . ‘ . 3 fr. 
Les années écoulées se vendent séparément 30 francs, et par fascicules 
de 3 francs. 
Table générale des matitres contenues dans les 12 premiéres années (1876-1887), par M. B&LtuGou 
tvol.in-8 . . . - fr. 
Table générale des matiéres contenues dans les années 1888 & 1895, par M. CLavitre 
rvol.in8 . . . 3 fr. 
On s’abonne sans frais: : 
Chez Féurx Atcan, éditeur, 108, boulevard Saint-Germain, a Paris ; 
Chez tous les libraires de France et de l’Etranger, et dans tous les bureaux de poste de France 
et de I’ Union postale. 


; 
: 
MH 
{ 
/ 
: 
: 
/ 
: 


et 

















FOR THINKING MEN. 





Political Science Quarterly 


A REVIEW DEVOTED TO CURRENT 
POLITICS, ECONOMICS AND LAW. 





Contents for September, 1900. 


(This number out of print.) 


Tue CONSTITUTION AND New TERRITORY, . John W. Burgess 
Tue Currency Act oF Marcu 14, 1900, Joseph French Johnson 
MarITIME Law IN THE WAR WITH SPAIN, John Bassett Moore 


Councit Gov’t Versus Mayor Gov’t. Parti, £. Dana Durand 
PURPOSE AND EFFECT OF THE Direct Tax Crause, C. /. Bullock 


Women’s WaGES AND MANUAL Work, M. B. Hammond 
Contents for December, 1900. 

War AND Economics, . ; ; Edward VanDyck Robinson 

Tax ReFrormM In Recent Discussion, . Edwin R. A. Seligman 

Councit Gov’t Versus Mayor Gov't. Part 2, £. Dana Durand 

BISMARCK AS A FOUNDER oF EMPIRE, . . William M. Sloane 


Tue NEGLECT OF THE CHURCH BY HISTORIANS, 
James Harvey Robinson 
Book REvIEws AND REcorpDs oF Po.iTicaL Events, Zhe Editors 


E. L. Godkin, L£ditor of New York Evening Post and the Nation : 
I know of no periodical of its kind which maintains a higher standard 
of excellence. The longer articles are models of clear and adequate 
discussion such as only thoroughly competent hands can produce. But 
the feature which I think most distinctly meritorious is the book 
reviews. Their thoroughness and impartiality and independence are 
excellent signs of the times. 





Edited by the Faculty of Political Science of Columbia University. 





Three Dollars per Year. Seventy-five Cents per Number. 








GINN & COMPANY, Boston, Mass. 
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‘© A Weekly Feast to Nourish Hungry Minds.”— 4. Y. Zvangediss. 
FOUNDED BY ©. LITTELL IN 1644, 


THE LIVING AGE 








A WEEKLY MAGAZINE OF 
FOREIGN PERIODICAL LITERATURE 


A Necessity Te Every Reader of Intelligence and Literary Taste 





The publishers of Tue Livine Ace take special pleasure 
in announcing Three Attractive Serials. Heinrich Seidel’s 
story THe TREASURE, translated for THE Livinc Acz by Dr. 
Hasket Derby, was begun in the numberfor October 6. It will 
be followed by A Paristan HovusEHOLp, a clever story of 
Parisian high life by Paul Bourget, translated for Tue Livine 
Ace by Mary D. Frost; and by Edmondo de Amicis’ striking 
autobiographical sketches, MEMORIES OF My CHILDHOOD AND 
ScHooL-Days, translated for Ture Livinc Acs fromthe Nuova 
Antologia. These serialsare copyrighted by THe Livinc Acr 
and will appear only in this magazine. 








Each Weekly Number Contains Sixty-Four Pages, 

In which are given, without abridgment, the most interesting and important 
contributions to the periodicals of Great Britain and the Continent, from the weighty 
articles in the quarterlies to the light literary and social essays of the weekly literar 
and political journals. Science, pee, biography, art, travel, public 
affairs, literary criticism and all other departments of knowledge and discussion 
which interest intelligent readers are represented in its pages. 


Each Number Contains 

A short story and an instalment of a serial story; and translations of striking 
articles from French, German, Italian and Spanish periodicals are made express- 
ly for the magazine by its own staff of translators. 


Once a Month a Special Supplement Number 
Presents readings from the most important new books, editorial notes on books 
and authors, and a list of books of the month. 


In Quantity as well as Quality, 
THE LIVING AGE invites comparison with other magazines, being in this 
regard the equal of any two literary monthly publications in the country. It gives its 


readers annually about $1500 pages. 
THE LIVING AG ministered for over fifty-six years to the wants of a 


large class of alert and cultivated readers, and is today perhaps even more valuable than 
ever to those who wish to keep abreast of current thought and discussion. 
Published WEEKLF st $6.00 a year, postpaid. Single numbers 15 cents each. 





FREE Untit THE EpiTIon 1s ExHaustep there will be sent, 
on request, the numbers of THE LIVING AGE con- 


taining Heinrich Seidel’s story, THE TREASURE, as above, to each 
New Susscriser for 1901, 











Address THE LIVING AGE COMPANY, ~ 


P. O. Box 5206. 
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